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INTRODUCTION AND BACKGROUND

L.

On February 24, 2010, on a motion made by White Birch Paper Holding Company (‘“White
Birch”) and various of its affiliates (collectively referred to as the “Applicants™), the Superior
Court of the Province of Québec for the District of Montréal (“Court”), sitting as the designated
tribunal pursuant to the Companies’ Creditors Arrangement Act (“CCAA”)' issued an order
(“Initial Order”) declaring that the Applicants are debtor companies to which the CCAA
applies, appointing Ernst & Young Inc. (“EYI” or “Monitor”) as monitor and granting certain
relief to the Applicants and various partnerships in which the Applicants have an interest
(“Partnerships”) (the Applicants and the Partnerships are hereinafter referred to collectively as
“WB Canada”)’.

Also on February 24, 2010, Bear Island Paper Company, LLC (“Bear Island”), a subsidiary of
White Birch with activities in the U.S., asked for and received relief under the provisions of the
U.S. Bankruptcy Code® (the “Code”) (Bear Island and WB Canada are hereinafter referred to
collectively as “WB Group”). The information regarding the proceedings initiated by Bear
Island under Chapter 11 of the Code, together with the “first day orders” made by the
Bankruptcy Court for the Eastern District of Virginia, Richmond Division (“US Court”) at the
request of Bear Island, can be found on the website of the claims agent retained by Bear Island,
Garden City Group, Inc., at www.gardencitygroup.com/cases/bip.

Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended.

The entities subject to the Initial Order are White Birch Paper Holding Company, White Birch Paper Company,
Stadacona General Partner Inc., Black Spruce Paper Inc., F.F. Soucy General Partner Inc., 3120772 Nova Scotia
Company, Arrimage De Gros Cacouna Inc., Papier Masson Ltée., Stadacona Limited Partnership, F.F. Soucy
Limited Partnership, and F.F. Soucy, Inc. & Partners, Limited Partnership.

U.S. Code, title 11, chapter 11.

Société membre d'Ernst & Young Global Limited / A member firm of Ernst & Young Global Limited
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Also on February 24, 2010, some of the entities within WB Canada* applied for relief under the
provisions of Chapter 15 of the Code. At a hearing held on February 26, 2010, the U.S. Court
issued a temporary restraining order under the provisions of Chapter 15 of the Code, and on
March 5, 2010, it granted a preliminary injunction, pending a fuller hearing to be held on March
22, 2010. The temporary restraining order and the preliminary injunctions recognise
provisionally White Birch Paper Company as the foreign representative in the proceedings under
Chapter 15 of the Code and grant relief in the U.S. consistent with that of the Initial Order. A
copy of the temporary restraining order and of the preliminary injunction is attached to this
report as Appendix A.

4.  The orders granted by this Court and by the U.S. Court, together with the relief provided under
the CCAA and the Code’ (collectively the “Orders”) provide, among other things, for a stay of
proceedings against the entities comprising WB Group while they prepare a restructuring plan.

5. The Monitor established a website to post information relating to the proceedings under the
CCAA, with links to the website of the WB Group and to that of the U.S. claims agent. The
address of the Monitor’s website is www.ey.com/ca/WhiteBirch.

6.  On March 12, 2010, a motion was filed on behalf of Dune Capital LP, Dune Capital International
Ltd and WTA Dune Limited (collectively, the “Dune Group”), who are apparently the more
significant participants in the lending group that comprises the syndicate for the second ranking
term loan facility (“Second Term Loan”), purportedly holding in excess of 60% of the amounts
due by WB Group under the Second Term Loan, of approximately $100 million in capital. The
motion filed on behalf of the Dune Group addresses, in substance, the following issues:

6.1. The interim financing authorized in the context of the Initial Order, by questioning the
propriety of such an authorization in the circumstances and/or the appropriateness of
limiting the Interim Financing to a lesser amount in the period covered by the Initial
Order;

6.2. A request for an order directing WB Canada to pay certain fees incurred and to be incurred
by the Dune Group and/or the administrative agent for the Second Term Loan;

6.3. A request for an order directing the appointment of Wells Fargo ("Wells") or a sub-agent
of its choosing as Administrative Agent, Canadian Collateral Agent and US collateral
Agent under the Second Term Loan; and

6.4. A request for disclosure of certain financial information pertaining to the WB Group.

7. The motion filed on behalf of the Dune Group relates to the authorization to borrow up to
$140 million in interim financing secured by a prior ranking charge over all assets of WB
Canada. A similar order was made on an interim basis in the U.S. Court, authorizing borrowings
of up to $104 million, secured by a prior ranking charge over all assets of Bear Island, pending a

The entities which requested relief under Chapter 15 of the Code are White Birch Paper Company, Stadacona
General Partner Inc., Papier Masson Ltée., Stadacona Limited Partnership, F.F. Soucy Limited Partnership, and
F.F. Soucy, Inc. & Partners, Limited Partnership,

5 Sections §361 and §362 of the U.S. Bankruptcy Code.


http://www.ey.com/ca/WhiteBirch
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fuller debate on the interim financing issue scheduled for March 22, 2010. A copy of the order
made in the U.S. Court regarding the financing is attached as Appendix B. The interim financing
approved in the context of the Initial Order and the interim financing approved to date in the U.S.
Court creates a prior ranking charge over all assets of WB Group (subject only to certain
approved charges), and is referred to herein as the “Interim Financing”.

On March 15, 2010, a statement was filed by the Dune Group in the proceedings under the Code
in respect of Bear Island, in view of the hearing scheduled to take place on March 22, 2010. The
statement filed in the context of the proceedings in the U.S. Court in this respect is attached as
Appendix C. In the said statement, at paragraph 11 thereof, the Dune Group states that:

“The Majority Second Lien Lenders do not oppose the Debtor’s request to use
cash collateral or obtain the DIP Loan. Moreover, the Majority Second Lien
Lenders do not object to this Court’s grant of adequate protection to the First
Lien Lenders. The Majority Second Lien Lenders simply demand additional
adequate protection for their own interests.”

In essence, the statement seeks the disclosure of additional information, an increased level of
“adequate protection” and/or the payment of fees and expenses incurred and to be incurred by the
lenders under the Second Term Loan, and in consequence seeking modifications to the interim
financing credit agreement.

The Official Committee of Unsecured Creditors of Bear Island also filed a Motion to preserve
their rights to seek to amend, vary or rescind the Initial Order pending the outcome of its
contestation with respect to the final approval of the Interim Financing scheduled to be heard by
the U.S. Court on March 22, 2010.

The present report (“Report™) is intended to provide the Court with information relevant to the
issues raised in the motion filed on behalf of the Dune Group, and more particularly on the
current activities of WB Group and its use of the funds provided by the Interim Financing. The
Report is presented under the following headings:

10.1. Introduction and background

10.2. Terms of reference and disclaimer

10.3. Current activities;

10.4. Other issues; and

10.5. Conclusions and recommendations.
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TERMS OF REFERENCE AND DISCLAIMER

11.

In preparing this Report, EYI has relied upon unaudited financial information, company records,
company prepared financial information and projections, discussions with management and
employees of WB Group, and information from various other sources.

While we reviewed various documents and believe that the information therein provides a fair
summary of the transactions as presented to us or as reflected in the documents presented to us,
such work does not constitute an audit or verification of such information for accuracy,
completeness, or compliance with generally accepted accounting principles. Accordingly, EYI
expresses no opinion or other form of assurance in respect of such information.

Some of the information used in preparing this Report consists of financial projections. We
caution the reader that these projections are based upon assumptions about future events and
conditions that are not ascertainable, and that the actual results may vary from the projections,
even if the assumptions materialize, and the variations could be significant.

In the course of our mandate, we have assumed the integrity and truthfulness of the information
and explanations presented to us, within the context in which it was presented. To date, nothing
has come to our attention which would cause us to question the reasonableness of this
assumption.

Finally, we have requested that management bring to our attention any significant matters which
were not addressed in the course of our specific inquiries. Accordingly, this Report is based
solely on the information (financial or otherwise) made available to us.

This Report has been prepared for the use of this Court and WB Group’s stakeholders as general
information relating to the entities comprising WB Group and their operations. Accordingly, the
reader is cautioned that this Report may not be appropriate for any other purpose. We will not
assume responsibility or liability for losses incurred by the reader as a result of the circulation,
publication, reproduction or use of this Report contrary to the provisions of this paragraph.

CURRENT ACTIVITIES

12.

Since the commencement of the CCAA and Chapter 11 proceedings, the entities comprising the
WB Group have focused primarily on stabilizing operations and returning them to a business as
usual basis.

Suppliers

13.

While there have been numerous issues to resolve with many important providers of goods and
services, WB Group has maintained the integrity and functionality of its various businesses.
Management has been in discussions with suppliers to re-establish supply arrangements and to
negotiate credit terms under which suppliers maintain or will provide goods and services during
the stay period. In general, Bear Island has been able to obtain limited credit from its suppliers,
albeit on a reduced scale as compared to the level of credit that was available before the
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inception of the proceedings under the Code, and sometimes subject to furnishing a deposit in
support of the credit facility. WB Canada’s suppliers are supplying goods and services on a
“cash on delivery” basis or are provided limited credit supported by a deposit.

There has been a slowdown in activity due to difficulties in obtaining supplies while the
negotiations of agreements for the supply of goods during the stay period are taking place. The
situation is slowly returning to normal as agreements are being negotiated, and as suppliers are
gaining confidence from the fact that WB Group has a source of financing through the Interim
Financing and is making payments for the current goods and services. This slow down is not
unusual in the circumstances and there has not been any generalized supply problem that could
threaten the on-going operations, in the immediate short term.

Employees

15.

16.

17.

Both the Initial Order and the first day orders made in the context of the proceedings under
chapter 11 of the Code for Bear Island, allow WB Group to continue to pay the claims for wages,
salaries, employee benefits and other compensation, withholdings and deductions and
reimbursable expenses and to continue to generally provide employee benefits in the ordinary
course of business. WB Group has generally made employee related payments on a business as
usual basis in both Canada and the U.S., except as regards the past service costs for the pension
plans, as authorized by the Initial Order.

Concurrently with the filing of the proceedings under the CCAA and the Code, WB Group
implemented a communication program, to keep the employees informed of the proceedings and
of the status of its restructuring efforts.

The Monitor is not aware of any difficulty or issue relating to the work force, other than the on-
going, normal issues between an employer and a fairly large employee complement.

Customers

18.

19.

Concurrently with the filing of the proceedings under the CCAA and the Code, WB Group
implemented a communication program with its customers.

The Monitor is not aware of any difficulty or issue affecting the customers.

Cash flow/Interim Financing

20.

21.

The process used to seek out a lender for the Interim Financing, the negotiations thereof, the
financing needs and the significant terms of the credit negotiated with the Black Diamond Group
are all described in the report of the Monitor, dated February 23, 2010. The contents of this
report, as regards these issues, are still relevant.

As indicated earlier in this Report, the Interim Financing was authorized by the Initial Order, and
by a provisional order made in the U.S. Court (Appendix B). The credit agreement and related
guarantees, security and pledge agreements necessary to document the Interim Financing were
executed on March 1, 2010.
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Contemporaneously with the execution of these documents, WB Group received a first draw
against the delayed draw term loan, of US$86.5 million. The proceeds from this first draw were
used to repay the indebtedness to General Electric Capital Corporation (US$51.2 million), to pay
interest accrued on the GE indebtedness (US$330,000) and to pay the fees provided for in the
agreement that were payable at closing® (US$7.1 million). The balance of the funds, or
US$27.8 million, was retained to enhance the cash on hand in anticipation of having to fund
negative cash flow, as provided in the WB Group’s cash flow projections.

An additional draw of US$6.5 million was made on March 8, 2010, and these funds were
retained to enhance the cash on hand in anticipation of having to fund negative cash flow. The
two draws made to date represent total borrowings under the Interim Financing of
US$93 million.

The drawings are consistent with the cash flow projections that were prepared for the WB Group
for the 13 week period ending May 14, 2010, which were used to compile the cash flow
projections of WB Canada, filed (under seal) with the petition for the issuance of an interim
order (as appendix P-6 thereof). The cash flow projections of the WB Group for the 13 week
period ending May 14, 2010 are attached hereto as Appendix D.

WB Group and its advisors prepared a comparison of the actual and projected results, for the
2 weeks ended March 5, 2010, annexed to this report as Appendix E. As of the date of drafting
this report, the comparison of results for the three weeks ended March 12, 2010 was being
prepared, but was not yet available. The Monitor reviewed this comparison with management,
and as a result of this review, the Monitor has no reason to doubt the reasonableness of the
explanations provided for the variances.

Essentially, the comparison of actual and projected results for the 2 weeks ended March 5, 2010
indicate that while the projections contemplated a negative cash flow of US$35.8 million for the
2 week period, the actual results yielded a positive cash flow of US$3.7 million (after taking into
consideration the payment of the fees and interest totalling $7.4 million, referred to in paragraph
22 above), or a favourable variance of US$39.5 million. The variance is attributed primarily to
the following:

26.1. Higher than projected collection of accounts receivable, by approximately US$9 million.
The projections contemplated a temporary slowdown in collections as a result of the
uncertainty surrounding the restructuring process, which does not appear to have occurred,
and the accounts receivable collection were projected conservatively.

Since the projected receipts are based on accounts receivable balances, an excess in
collection over the projected amount is a timing difference, as the gross amount of
accounts receivable is depleted.

6

These are the fees described in the Monitor’s report dated February 23, 2010, as the arranger’s fee of 2.5% of the
committed funds, the initial fee of 2.5% of the committed funds and the administrative fee of US$100,000 payable
at closing. These fees are described in paragraphs 41.4.2, 41.4.3 and 41.4.7 of the said report.
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26.2. Lower than projected disbursements, by approximately US$30.5 million. Although some

of the variance relates to savings, the major portion of the variance is attributed to the
lower activity in the period immediately following the inception of the restructuring
process, as deliveries of goods and services were delayed while arrangements were being
made to satisfy the suppliers that they would be paid for on-going provision of
merchandise or services, by negotiating limited credit facilities with the suppliers, or
providing them with deposits, or making arrangements for “COD” payments.

The lower level of activity is not a permanent difference, as the lower activity tends to
deplete inventories, which will need to be increased in order to ensure that the operations
run efficiently. As such, EYI considers that the variance in disbursements is, in large part,
a timing variance that is likely to reverse itself in the future.

In view of the favourable variance in results as compared with the projections prepared by WB
Group concurrently with the inception of the restructuring process (Appendix D), and the fact
that to date, two draws were made, a portion of which was used to enhance the cash position in
anticipation of having to fund negative cash flow, WB Group’s cash on hand currently stands at
approximately US$61.4 million, as at March 12, 2010.

We consider that the amount of cash reserves is reasonable in the circumstances, for the
following reasons:

28.1.

28.2.

28.3.

28.4.

As indicated in paragraph 26 above, we consider that the favourable variance between the
projected and actual cash flow, to date, is attributable in large part to timing differences.
The reversal of these timing differences, when they occur, could cause a substantial
drawdown of US$39.5 million in the cash reserves.

The activities of WB Group are subject to large variations in the cash balances, from one
day to the next, due to the size of the transactions with some of the customers and
suppliers. For example, over a two day period in the week ended March 5, 2010, the cash
position decreased by approximately $13.5 million.

There are restrictions in the Interim Financing credit agreement, regarding the amounts
that can be borrowed, and the advance notice period to effect a draw. Under the Interim
Financing credit agreement, WB Group must notify the lender 10 days in advance, when it
intends to draw funds under the Interim Financing credit facility. In view of the long
delay and the need to have cash immediately available to pay for goods and services or to
provide deposits to suppliers, WB Group must retain a large cash reserve, to enable it to
continue making payments if there is a temporary slowdown in cash receipts from
customers. Based on WB Group’s cash flow projections (Appendix D), 10 days’ worth of
disbursements could represent between US$15 million and US$43 million, and average
US$28 million.

The Interim Financing credit facility is structured as a term loan, while the funding needs
of the WB Group are periodic or temporary. Since the funds cannot be drawn again if
there is a repayment under the term loan, the excess funds have to be retained as a cash
reserve, if the excess fund situation is expected to be temporary. In the present case, the
majority of the funds were drawn very early on in the process, before management of WB
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Group could ascertain that favourable variances would occur as compared with the
projections. This led to the excess funds situation, and the excess funds cannot be returned
as management of WB Group expects that the excess funds situation is only temporary.

Management provided us with an updated cash flow projection for WB Group, for the 13 weeks
ending June 4, 2010, and these cash flow projections are attached to this report as Appendix F’.
The opening cash position, on these cash flow projections, represents the actual cash on hand as
of March 5, 2010, and the projection for the week of March 6-12, 2010 reflects the actual draw
of $6.5 million against the credit facility. The remainder of the amounts presented for the week
of March 12, 2010 represent a projection, as the projections have not yet been updated to reflect
the actual results for the week ended March 12, 2010. The actual results for that week will still
present a favourable variance, since the projection reflects cash on hand of US$53.5 million,
while the actual cash on hand was US$61.4 million. As indicated earlier herein, we consider
these variances are, for the most part, a timing difference.

These projections (Appendix F) suggest that WB Group will need to make further draws against
the credit facility in the near future, in order to maintain cash reserves sufficient to support the
on-going operations. The projections (Appendix F) suggest that notwithstanding the fact that
WB Group currently has a large cash balance, additional funds will be required as early as late
March 2010, and that the term loan will be fully drawn (i.e. borrowings of $122 million, taking
into consideration the reserves and carved out amounts) by the end of April 2010. The
projections (Appendix F) indicate that based on the expected receipts and disbursements activity,
the cash reserves of WB Group would be completely depleted at the end of April 2010 without
additional drawings under the Interim Financing credit facility and that even with the additional
borrowings, the cash reserves will decrease to US$18.5 million by June 4, 2010.

The projections (Appendix F) suggest that during the projection period, the gross carrying value
of accounts receivable and inventories is expected to vary from US$155.9 million (as at March 5,
2010) to US$169.2 million as at June 4, 2010. As such, the projections (Appendix F) suggest
that some of the cash flow is necessary to finance an increase in accounts receivable and
inventories, of approximately US$13.3 million.

In view of the above comments, the Monitor still believes that the Interim Financing is warranted
and required, in an amount and on terms consistent with that described in the Monitor’s report
dated February 23, 2010.

OTHER ISSUES

33.

The other issues raised in the motion filed on behalf of the Dune Group relate to the payment of
professional fees on an on-going basis, the issue of the appointment of an administrative agent
for the Second Term Loan and the disclosure of certain financial information.

7

Management has also provided us with an updated cash flow projection for WB Canada, for the 13 week period
ending June 4, 2010, extracted from the above-mentioned projection for the WB Group, and prepared on the same
basis. This cash flow projection is attached as Appendix G.
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The Monitor takes no position with respect to the appointment of an administrative agent,
Canadian collateral agent and U.S. collateral agent under the Second Term Loan and understands
this issue needs to be resolved by the WB Group.

With respect to the disclosure of financial information, the Monitor notes that to date all requests
have been addressed exclusively to the WB Group. The Monitor understands that the WB Group
will provide most of the documents requested by the Dune Group and is satisfied with the
justifications of the WB Group not to provide certain information.

On the issue of fees, while it does not wish to prevent the parties from reaching a pragmatic
agreement if it could provide a valuable consideration to the WB Group, the Monitor understands
that WB Canada’s ability to pay same is restricted by section 11.01 of the CCAA, the Initial
Order and by section 5.10 of the Interim Financing Agreement (filed as exhibit R-9 in support of
Dune Group’s motion). The Monitor has not been provided with the actual amount of fees
incurred to date nor the estimated fees to be incurred by or on behalf of the Dune Group and the
administrative agent, Canadian collateral agent and/or US collateral agent.

CONCLUSIONS AND RECOMMENDATION

37.

Based on the results to date and the updated cash flow projections provided by management of
WB Group, the Monitor still believes that WB Group needs the Interim Financing during the
pendency of the restructuring proceedings, in an amount and on terms consistent with those
provided for in the credit agreement executed by the WB Group as of March 1, 2010. As such,
the Monitor recommends that the Initial Order remain unchanged in respect of the Interim
Financing.

All of which is respectfully submitted this 17" day of March 2010.

ERNST & YOUNG INC.

In its capacity as the monitor appointed by the Court

in the matter of the proposed compromise and
arrangement of White Birch Paper Holding Company et al.

Per: Martin P. Rosenthal, CA, CIRP Per: Jean-Daniel Breton, CA, CIRP -

Senior Vice-President Senior Vice-President
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Jonathan L. Hauser Richard M. Cieri (pro hac vice pending)

VSB No. 18688 Christopher J. Marcus (pro hac vice pending)
TROUTMAN SANDERS LLP Michael A. Cohen (pro hac vice pending)
222 Central Park Avenue KIRKLAND & ELLIS LLP

Suite 2000 601 Lexington Avenue

Virginia Beach, VA 23462 New York, New York 10022-4611
Telephone: (757) 687-7768 Telephone: (212) 446-4800

Facsimile: (757) 687-1505 Facsimile: (212) 446-4900

Counsel to the Foreign Representative

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF VIRGINIA

RICHMOND DIVISION
)
In re: ) Chapter 15
WHITE BIRCH PAPER COMPANY, et al.,' ; Case No. 10-31234 (DOT)
Debtors in a Foreign Proceeding. ; Joint Administration Requested
)

1 The Debtors in these cases are: White Birch Paper Company (“White Birch Company”); Papier Masson Ltee
(“Papier Masson”); Stadacona General Partner, Inc. (“Stadacona GP”); Stadacona Limited Partnership
(“Stadacona LP”); F.F. Soucy Limited Partnership (“FE _Soucy LP”); and F.F. Soucy Inc. & Partners, Limited
Partnership (“FF Soucy & Partners LP”). The Debtors’ U.S. service address is 80 Field Point Road, Greenwich,
Connecticut 06830.




TEMPORARY RESTRAINING ORDER GRANTING PROVISIONAL
RELIEF PURSUANT TO CHAPTER 15 OF THE BANKRUPTCY CODE

Upon the Application: of White Birch Paper Company (“White Birch Company”™), in its
capacity as foreign representative (the “Foreign Representative) of the above-captioned debtors

(collectively, the “Debtors™) in a foreign proceeding (the “Canadian Proceeding”) under Canada’s

Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”) pending
before the Superior Court for the Province of Quebec, Commercial Division, Judicial District of
Montreal, Canada (the “Canadian Court”), the Foreign Representative, pursuant to sections 105(a),
1519, 1520 and 1521 of the Bankruptcy Code, requests: (a) entry of a temporary restraining order
(the “TRO”) enforcing the Petition for the Issuance of an Initial Order (the “Initial CCAA Order”)
and related relief; (b) after seven days’ notice and a hearing on the Application (with such hearing
to be held only to the extent unresolved objections exist), a preliminary injunction order pending
entry of an order recognizing the Canadian Proceeding as a “foreign main proceeding” on a final
basis; (c) the scheduling of a hearing on the Application; and (d) such other relief as may be just
and proper; and upon consideration of the Application and the Sherrick Declaration and all
documents attached thereto; and it appearing that the Court has jurisdiction to consider the
Application pursuant to 28 U.S.C. §§ 157 and 1334; and it appearing that venue of these cases and
the Application in this district is proper pursuant to 28 U.S.C. §§ 1408 and 1410(3); and it
appearing that this matter is a core proceeding pursuant to 28 U.S.C. § 157(b); and it appearing that
notice of the Application has been given as set forth therein and that such notice is adequate and no
other or further notice need be given; and a Hearing having been held to consider the relief
requested in the Application (the “Hearing”) and upon the record of the Hearing and all of the

proceedings held before the Court; and the Court having found and determined that the relief

2 Capitalized terms used and not defined herein shall have the meaning ascribed to them in the Application.



sought in the Application is consistent with the purpose of chapter 15 of the Bankruptcy Code and
that the legal and factual bases set forth in the Application establish just cause for the relief granted
herein; and after due deliberation and sufficient cause appearing therefore, the Court finds and
concludes as follows:®

1. There is a substantial likelihood that the Foreign Representative will be able to
demonstrate that the Canadian Proceeding is a “foreign main proceeding” as defined in section
1502(4) of the Bankruptcy Code.

2. The commencement or continuation of any action or proceeding in the United
States against the Debtors or any of the Debtors’ assets or proceeds thereof should be enjoined on
the terms set forth herein, pursuant to sections 105(a) and 1519 of the Bankruptcy Code to permit
the expeditious and economical administration of the Debtors’ estates in the Canadian Proceeding,
and the relief requested either (a) will not cause any undue hardship to other parties in interest or
(b) any hardship to parties in interest is outweighed by the benefits of the relief requested.

3. Unless a temporary restraining order is issued on the terms set forth herein there is
a material risk that the Debtors’ assets could be subject to efforts by certain creditors or other
parties in interest in the United States to control or possess the Debtors’ assets located in the
United States or take other detrimental business acts against such assets of the Debtors.

4, Such acts could: (a) interfere with and cause harm to the jurisdictional mandate of
this Court under chapter 15 of the Bankruptcy Code; (b) interfere with and cause harm to the
Debtors’ efforts to administer their estates pursuant to the Canadian Proceeding; and (c) undermine

the Foreign Representative’s efforts to achieve an equitable result for the benefit of all of the

3 The findings and conclusions set forth herein and in the record of the hearing on the Application constitute
this Court’s findings of facts and conclusions of law pursuant to Fed. R. Civ. P. 52, as made applicable herein
by Bankruptcy Rules 7052 and 9014. To the extent any of the findings of fact herein constitute conclusions of
law, they are adopted as such. To the extent any of the conclusions of law herein constitute findings of fact,
they are adopted as such.



Debtors’ creditors. Accordingly, absent entry of this Order there is a material risk that the Debtors
may suffer immediate and irreparable injury for which they will have no adequate remedy at law,
and therefore, it is necessary that the Court enter the TRO.

5. The interest of the public will be served by this Court’s entry of the TRO.

6. The Debtors and the Foreign Representative are entitled to the full protections and
rights available pursuant to section 1519(a) of the Bankruptcy Code on the terms set forth herein.

NOW THEREFORE, IT IS HEREBY ORDERED, THAT:

1. The Application is granted as set forth herein.

2. To the extent unresolved objections to the preliminary injunction requested in
the Application exist, all parties in interest must come before the Honorable Douglas O. Tice, Jr.,
United States Bankruptcy Judge for the Eastern District of Virginia, for the hearing (the
“Hearing”) at 11:00 a.m on March 5, 2010, at the United States Bankruptcy Court for the Eastern
District of Virginia, Richmond Division, Room 5100, 701 East Broad Street, Richmond, Virginia
23219, or as soon thereafter as counsel may be heard, to show why a preliminary injunction should
not be granted, subject to the terms set forth herein, including without limitation in Paragraph 4 of
this Order, pending the issuance of an order recognizing the Canadian Proceeding as a “foreign

main proceeding” as defined in section 1502(4) of the Bankruptcy Code:

(a) the protections of sections 361 and 362 of the Bankruptcy Code apply
to the Debtors and their assets in the United States;

(b) the Foreign Representative is established as the representative of the
Debtors with full authority to administer the Debtors’ assets and affairs
in the United States, including, without limitation, making payments
on account of the Debtors’ prepetition and postpetition obligations, as
permitted by order of the Canadian Court and in accordance with any
approved debtor in possession financing or budget in connection
therewith;

(c) the Foreign Representative is entrusted with the administration or
realization of all or part of the Debtors’ assets in the United States,



including, without limitation, all of the Debtors’ assets that may have
been transferred to parties in the United States;

(d) all persons and entities are enjoined from seizing, attaching and/or
enforcing or executing liens or judgments against the Debtors’
property in the United States or from transferring, encumbering or
otherwise disposing of or interfering with the Debtors’ assets or
agreements in the United States without the express consent of the
Foreign Representative;

(e) all persons and entities are enjoined from commencing or continuing,
including the issuance or employment of process of, any judicial,
administrative or any other action or proceeding involving or against
the Debtors or their assets or proceeds thereof, or to recover a claim or
enforce any judicial, quasi-judicial, regulatory, administrative or other
judgment, assessment, order, lien or arbitration award against the
Debtors or their assets or proceeds thereof; and

) the Foreign Representative has the right and power to examine

witnesses, take evidence or deliver information concerning the
Debtors’ assets, affairs, rights, obligations or liabilities.

3. Nothing herein shall enjoin a police or regulatory act of a governmental unit,
including a criminal action or proceeding.

4. Notwithstanding anything to the contrary herein, nothing herein shall provide
the Debtors with any greater protection for their U.S. assets than that provided under the Interim
DIP Order (as entered in the chapter 11 case of Bear Island Paper Company, L.L.C. (“Bear
Island”)) with respect to Bear Island’s assets vis-a-vis the postpetition lenders’ rights and remedies
under the interim DIP authorizations contained in the Interim DIP Order and the DIP credit
documents, and the protections granted to the Debtors under this Order shall be subject to the
terms of the Interim DIP Order.

5. Beginning on the date of the TRO and continuing until the date of the entry of a

further order of this Court, the protections of sections 361 and 362 of the Bankruptcy Code, to the

extent applicable, apply to the Debtors and their assets located in the U.S;



6. Beginning on the date of the TRO and continuing until the date of the entry of
further order of this Court, all persons and entities are, except as permitted by the Initial CCAA
Order or by leave of the Canadian Court, enjoined from: (a) commencing or continuing any legal
proceeding (including, arbitration or any judicial, quasi-judicial, administrative or regulatory
action, proceeding or process whatsoever), including any discovery, or taking any other action

(each, an “Action”) against the Debtors, or against their assets, or proceeds thereof, located in the

United States, or any of the Debtors’ rights, obligations, or liabilities; (b) the enforcement of any
judicial, quasi-judicial, administrative or regulatory judgment, assessment or order or arbitration
award against the Debtors or against their assets, or proceed thereof, located in the United States;
(c) the commencement or continuation of any action to create, perfect or enforce any lien, setoff or
other claim against the Debtors or against any of their assets, or the proceeds thereof, located in the
United States; and (d) possessing or exercising control over the Debtors’ assets located in the
United States, except for the Debtors and as authorized in writing by the Foreign Representative.

7. No person shall discontinue, fail to honor, alter, interfere with, repudiate,
terminate or cease to perform any right, renewal right, contract, agreement, license or permit in
favor of or held by the Debtors, except with the written consent of the Debtors and the Monitor in
the Canadian Proceeding, or leave of the Canadian Court, including as permitted by the Initial
CCAA Order.

8. Except as permitted by the Initial CCAA Order or by leave of the Canadian
Court, no Action may be commenced or continued against any of the former, current or future
directors or officers of the Debtors with respect to any claim against the directors or officers that
arose before the date hereof and that relates to any obligations of the Debtors whereby the directors

or officers are alleged under any law to be liable in their capacity as directors or officers for the



payment or performance of such obligations, until a compromise or arrangement in respect of the
Debtors, if one is filed, is sanctioned by the Canadian Court, or is refused by the creditors of the
Debtors or the Canadian Court.

9. Until further order of this Court, the Foreign Representative is hereby
established as the exclusive representative of the Debtors in the United States.

10. The Debtors, and White Birch Company in connection with its appointment as
the Foreign Representative, are entitled to the full protections and rights available pursuant to
section 1519(a) of the Bankruptcy Code on the terms set forth in this Order, including:

(a) The right and power to administer and/or realize all or part of the
Debtors’ assets located in the United States in order to protect and
preserve the value of such assets;

(b) The right and power to prohibit the transfer, encumbrance or otherwise
disposition of any assets of the Debtors, except by the Foreign
Representative and the Debtors as provided in the TRO;

(c) The right and power to examine witnesses, take evidence or deliver
information concerning the Debtors’ assets, affairs, rights, obligations
or liabilities; and

(d) The right and power to seek additional relief that is available to a
trustee under the Bankruptcy Code, except for relief available under
sections 522, 544, 545, 547, 548, 550 and 724(a) of the Bankruptcy
Code.

11. Pursuant to Rule 65(b) of the Federal Rules of Civil Procedure, made applicable
to these proceedings pursuant to Bankruptcy Rule 7065, no notice to any person is required prior to
entry and issuance of the TRO.

12. The security provisions of Rule 65(c) of the Federal Rules of Civil Procedure,
as made applicable by Bankruptcy Rule 7065, are waived.

13. Any party in interest: (a) may make a motion seeking relief from, or

modification of, the TRO by filing a motion on not less than five (5) business days notice to United



States Counsel (defined below), counsel to the agent under the Debtors’ proposed postpetition
financing agreement and counsel to the agent under the First Lien Term Loan Agreement, seeking
an order for such relief, and any such request shall be the subject of a hearing to be scheduled by
the Court and (b) may file objections and be heard by the Court in accordance with the terms of
any order of the Court providing for a hearing on any subsequent relief sought by the Foreign
Representative in this proceeding.

14. Copies of the TRO and the Application shall be served via first class U.S. mail
upon (a) the Office of the United States Trustee for the Eastern District of Virginia; (b) counsel to
the agent under the Debtors’ proposed postpetition financing agreement; (c) counsel to the agent
under the First Lien Term Loan Agreement; (d) counsel to the agent under the Second Lien Term
Loan Agreement; (e) counsel to the agent under the Revolving ABL Agreement; (f) counsel to
counterparties under the Swap Agreements; (g) the monitor appointed in the CCAA Cases; (h) all
parties to litigation currently pending in the United States to which any Debtor is a party;
(1) SunTrust Bank; (j) HSBC Bank USA, N.A.; (k) vendors and suppliers of the Debtors located in
the United States; and (1) any party-in-interest that becomes known to the Foreign Representative
by U.S. Mail within two (2) business days following the time any such party is identified by the
Foreign Representative. Such service shall be deemed adequate and sufficient service and notice
for all purposes.

15. Objections and responses if any, to the Chapter 15 Petitions (including any
objection to the entry of an order recognizing the Canadian Proceeding as a foreign main
proceeding or continuation of this Provisional Order) must: (a) be made in writing, describe the
basis therefore, and indicate the nature and extent of the respondent’s interests in the Debtors’

cases; (b) be filed with the Office of the Clerk of the Court, 701 East Broad Street, Richmond,



Virginia 23219; and (c) be served upon (i) Kirkland & Ellis LLP, 601 Lexington Avenue, New
York, New York 10022 (“United States Counsel”), Attn: Christopher J. Marcus; (ii) Troutman
Sanders LLP, 222 Central Park Avenue, Suite 2000, Virginia Beach, Virginia 23462 (“Co-United
States Counsel”), Attn.: Jonathan L. Hauser; and (iii) Stikeman Elliott, LLP, 1155 Rene-Levesque
Blvd. West, Suite 4000, Montreal, QC H3B 3V2, Canada (“Canadian Counsel”), Attn.: Jean
Fontaine, so as to be received by them no later than March 11, 2010 on or before 5:00 pm (ET).
This Court may enter an order granting the preliminary injunction requested in the Application
without a hearing if no unresolved objections are filed with respect thereto.

16. The banks and financial institutions with which the Debtors maintain bank
accounts or on which checks are drawn or electronic payment requests made in payment of
prepetition or postpetition obligations are authorized and directed to continue to service and
administer the Debtors’ bank accounts without interruption and in the ordinary course and to
receive, process, honor and pay any and all such checks, drafts, wires and automatic clearing house
transfers issued, whether before or after the Petition Date and drawn on the Debtors’ bank accounts
by respective holders and makers thereof and at the direction of the Foreign Representative or the
Debtors, as the case may be.

17. Notwithstanding any provision in the Bankruptcy Rules to the contrary: (a) the
TRO shall be effective immediately and enforceable upon its entry; (b) the Foreign Representative
is not subject to any stay in the implementation, enforcement or realization of the relief granted in
the TRO; and (c) the Foreign Representative is authorized and empowered, and may in its
discretion and without further delay, take any action and perform any act necessary to implement

and effectuate the terms of the TRO.



18. This Court shall retain jurisdiction with respect to any matters, claims, rights or

disputes arising from or related to the Motion or the implementation of the TRO.
Feb 26 2010
Dated: ,2010 /s/ Douglas O. Tice Jr.

Richmond, Virginia United States Bankruptcy Judge

Entered on Docket: Feb 26 2010



I ASK FOR THIS:

/s/ Jonathan L. Hauser
Jonathan L. Hauser

VSB No. 18688

TROUTMAN SANDERS LLP
222 Central Park Avenue

Suite 2000

Virginia Beach, VA 23462
Telephone:  (757) 687-7768
Facsimile: (757) 687-1505

-and -

KIRKLAND & ELLIS LLP

Richard M. Cieri (pro hac vice pending)
Christopher J. Marcus (pro hac vice pending)
Michael A. Cohen (pro hac vice pending)
601 Lexington Avenue

New York, New York 10022-4611
Telephone:  (212) 446-4800

Facsimile: (212) 446-4900

Counsel to the Foreign Representative

CERTIFICATION OF ENDORSEMENT
UNDER LOCAL BANKRUPTCY RULE 9022-1(C)

Pursuant to Local Bankruptcy Rule 9022-1(C), I hereby certify that the foregoing
proposed order has been endorsed by or served upon all necessary parties.

/s/ Jonathan L. Hauser

396648v1






Jonathan L. Hauser Richard M. Cieri (admitted pro hac vice)

VSB No. 18688 Christopher J. Marcus (admitted pro hac vice)
TROUTMAN SANDERS LLP Michael A. Cohen (admitted pro hac vice)
222 Central Park Avenue KIRKLAND & ELLIS LLP

Suite 2000 601 Lexington Avenue

Virginia Beach, VA 23462 New York, New York 10022-4611
Telephone: (757) 687-7768 Telephone: (212) 446-4800

Facsimile: (757) 687-1505 Facsimile: (212) 446-4900

Counsel to the Foreign Representative

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF VIRGINIA

RICHMOND DIVISION
)
In re: ) Chapter 15
WHITE BIRCH PAPER COMPANY, et al.,’ g Case No. 10-31234 (DOT)
Debtors in a Foreign Proceeding. % Jointly Administered
)

1 The Debtors in these cases are: White Birch Paper Company (“White Birch Company”); Papier Masson Ltee
(“Papier Masson”); Stadacona General Partner, Inc. (“Stadacona GP”); Stadacona Limited Partnership
(“Stadacona LP”); F.F. Soucy Limited Partnership (“EE Soucy LP”); and F.F. Soucy Inc. & Partners, Limited
Partnership (“FF Soucy & Partners LP”). The Debtors’ U.S. service address is 80 Field Point Road, Greenwich,
Connecticut 06830.




ORDER GRANTING A PRELIMINARY INJUNCTION AND OTHER
PROVISIONAL RELIEF UNDER CHAPTER 15 OF THE BANKRUPTCY CODE

Upon the Ex Parte Application for Entry of an Order (A) Granting Provisional Relief and

Injunction and (B) Scheduling a Hearing [Docket No. 7] (the “Application”) of White Birch Paper

113

Company (“White Birch Company™), in its capacity as foreign representative (the “Foreign

Representative”) of the above-captioned debtors (collectively, the “Debtors”) in a foreign
proceeding (the “Canadian Proceeding”) under Canada’s Companies’ Creditors Arrangement Act,
R.S.C. 1985, c. C-36, as amended (the “CCAA”) pending before the Superior Court for the
Province of Quebec, Commercial Division, Judicial District of Montreal, Canada (the
“Canadian Court”), the Foreign Representative, pursuant to sections 105(a), 1519, 1520 and 1521
of the Bankruptcy Code, requests: (a) entry of a temporary restraining order enforcing the Petition

for the Issuance of an Initial Order (the “Initial CCAA Order”) and related relief; (b) after seven

days’ notice and a hearing on the Application (with such hearing to be held only to the extent
unresolved objections exist), the Provisional Order pending entry of an order recognizing the
Canadian Proceeding as a “foreign main proceeding” on a permanent basis; (c) the scheduling of a
hearing on the Application; and (d) such other relief as may be just and proper; and upon
consideration of the Application and the Sherrick Declaration and all documents attached thereto;
and it appearing that this Court has jurisdiction to consider the Application pursuant to 28 U.S.C.
§§ 157 and 1334; and it appearing that venue of these cases and the Application in this district is
proper pursuant to 28 U.S.C. §§ 1408 and 1410(3); and it appearing that this matter is a core
proceeding pursuant to 28 U.S.C. § 157(b); and it appearing that notice of the filing of the
Application and the hearing thereon having been given in accordance with the Court’s Temporary

Restraining Order Granting Provisional Relief Pursuant to Chapter 15 of the Bankruptcy Code

2 Capitalized terms used and not defined herein shall have the meaning ascribed to them in the Application.



[Docket No. 21] has been given as set forth therein and pursuant to Bankruptcy Rules 1011(b) and
2002(q), and that such notice is adequate and no other or further notice need be given; and a
Hearing having been held to consider the relief requested in the Application (the “Hearing™) and
upon the record of the Hearing and all of the proceedings held before the Court; and the Court
having found and determined that the relief sought in the Application is consistent with the
purpose of chapter 15 of the Bankruptcy Code and that the legal and factual bases set forth in the
Application establish just cause for the relief granted herein; and no objections or other responses
having been filed that have not been overruled, withdrawn or otherwise resolved; and after due
deliberation and sufficient cause appearing therefore, the Court finds and concludes as follows:

L. There is a substantial likelihood that the Foreign Representative will be able to
demonstrate that the Canadian Proceeding is a “foreign main proceeding” as defined in section
1502(4) of the Bankruptcy Code.

2. The commencement or continuation of any action or proceeding in the United
States against the Debtors or any of the Debtors’ assets or proceeds thereof, except as provided in
the Interim Financing Credit Agreement (as defined in the CCAA Initial Order) and the CCAA
Initial Order (as modified, amended or extended from time to time by the Canadian Court), should
be enjoined on the terms set forth herein, pursuant to sections 105(a) and 1519 of the Bankruptcy
Code to permit the expeditious and economical administration of the Debtors’ estates in the
Canadian Proceeding, and the relief requested either (a) will not cause any undue hardship to other
parties in interest or (b) any hardship to parties in interest is outweighed by the benefits of the

relief requested.

3 The findings and conclusions set forth herein and in the record of the hearing on the Application constitute
this Court’s findings of facts and conclusions of law pursuant to Fed. R. Civ. P. 52, as made applicable herein
by Bankruptcy Rules 7052 and 9014. To the extent any of the findings of fact herein constitute conclusions of
law, they are adopted as such. To the extent any of the conclusions of law herein constitute findings of fact,
they are adopted as such.



3. Unless a preliminary injunction order is issued on the terms set forth herein, there is
a material risk that the Debtors’ assets could be subject to efforts by creditors or other parties in
interest in the United States to control or possess the Debtors’ assets located in the U.S. or take
other detrimental business acts against such assets of the Debtors.

4. Such acts (other than such acts permitted pursuant to the Interim Financing Credit
Agreement and the Initial CCAA Order -- as modified, amended or extended from time to time by
the Canadian Court) could: (a) interfere with and cause harm to the jurisdictional mandate of this
Court under chapter 15 of the Bankruptcy Code; (b) interfere with and cause harm to the Debtors’
efforts to administer their estates pursuant to the Canadian Proceeding; and (c) undermine the
Foreign Representative’s efforts to achieve an equitable result for the benefit of all of the Debtors’
creditors. Accordingly, absent entry of this Order there is a material risk that the Debtors may
suffer immediate and irreparable injury for which they will have no adequate remedy at law, and
therefore, it is necessary that the Court enter this Order.

5. The interest of the public will be served by this Court’s entry of this Order.

6. Subject to the Interim Financing Credit Agreement and the Initial CCAA Order (as
modified, amended or extended from time to time by the Canadian Court), the Debtors and the
Foreign Representative are entitled to the full protections and rights available pursuant to section
1519(a) of the Bankruptcy Code on the terms set forth herein.

NOW THEREFORE, IT IS HEREBY ORDERED, THAT:

1. The Application is granted as set forth herein.

2. Beginning on the date of this Order and continuing until the date of the entry of
an order of this Court recognizing (a) the Canadian Proceeding as a “foreign main proceeding” as
defined in section 1502(4) of the Bankruptcy Code and (b) White Birch Company as a “foreign

representative” as defined in section 101(24) of the Bankruptcy Code, and unless otherwise



extended pursuant to section 1519(b) of the Bankruptcy Code, then subject to the terms set forth

herein, including without limitation in Paragraph 4 of this Order:

(@)

(b)

(©

(d)

(©

®

the protections of sections 361 and 362 of the Bankruptcy Code apply
to the Debtors and their assets in the United States;

the Foreign Representative is established as the representative of the
Debtors with full authority to administer the Debtors’ assets and affairs

in the United States, including, without limitation, making payments

on account of the Debtors’ prepetition and postpetition obligations as

permitted by the Canadian Court and in accordance with any approved
debtor in possession financing or budge in connection therewith;

the Foreign Representative is entrusted with the administration or
realization of all or part of the Debtors’ assets in the United States,
including, without limitation, all of the Debtors’ assets that may have
been transferred to parties in the United States;

all persons and entities are enjoined from seizing, attaching and/or
enforcing or executing liens or judgments against the Debtors’
property in the United States or from transferring, encumbering or
otherwise disposing of or interfering with the Debtors’ assets or
agreements in the United States without the express consent of the
Foreign Representative;

all persons and entities are enjoined from commencing or continuing,

including the issuance or employment of process of, any judicial,

administrative or any other action or proceeding involving or against
the Debtors or their assets or proceeds thereof, or to recover a claim or
enforce any judicial, quasi-judicial, regulatory, administrative or other
judgment, assessment, order, lien or arbitration award against the

Debtors or their assets or proceeds thereof; and

the Foreign Representative has the right and power to examine
witnesses, take evidence or deliver information concerning the
Debtors’ assets, affairs, rights, obligations or liabilities.

3. Nothing herein shall enjoin a police or regulatory act of a governmental unit,

including a criminal action or proceeding.

4. Notwithstanding anything to the contrary herein, nothing herein shall provide

the Debtors with any greater protection for their U.S. assets than that provided under the Initial

CCAA Order with respect to the Debtors’ Canadian assets vis-a-vis the postpetition lenders’ rights



and remedies under the interim DIP authorizations contained in the Initial CCAA Order and the
DIP credit documents, and the protections granted to the Debtors under this Order shall be subject
to the terms of the Initial CCAA Order.

5. Except as permitted by the Initial CCAA Order (as modified, amended or
extended from time to time by the Canadian Court) or by leave of the Canadian Court, no action
may be commenced or continued against any of the former, current or future directors or officers
of the Debtors with respect to any claim against the directors or officers that arose before the date
hereof and that relates to any obligations of the Debtors whereby the directors or officers are
alleged under any law to be liable in their capacity as directors or officers for the payment or
performance of such obligations, until a compromise or arrangement in respect of the Debtors, if
one is filed, is sanctioned by the Canadian Court, or is refused by the creditors of the Debtors or
the Canadian Court.

6. Until further order of this Court, the Foreign Representative is hereby
established as the exclusive representative of the Debtors in the United States.

7. The Debtors and White Birch Company in connection with its appointment as
the Foreign Representative are, subject to the terms and conditions of the Interim Financing Credit
Agreement and the CCAA Initial Order (as modified, amended or extended from time to time by
the Canadian Court), entitled to the full protections and rights available pursuant to section 1519(a)
of the Bankruptcy Code on the terms set forth in this Order.

8. Pursuant to Rule 65(b) of the Federal Rules of Civil Procedure, made applicable
to these proceedings pursuant Bankruptcy Rule 7065, no notice to any person is required prior to

entry and issuance of this Order.



9. The security provisions of Rule 65(c) of the Federal Rules of Civil Procedure,
as made applicable by Bankruptcy Rule 7065, are waived.

10. Subject to the Initial CCAA Order, any party in interest: (a) may make a motion
seeking relief from, or modification of, this Order, by filing a motion on not less than five (5)
business days notice to United States Counsel (defined below), counsel to the agent under the
Debtor’s postpetition financing agreement and counsel to the agent under the First Lien Term Loan
Agreement, Latham & Watkins LLP, 885 Third Avenue, New York, New York 10022-4834, Attn.:
Keith A. Simon, seeking an order for such relief, and any such request shall be the subject of a
hearing to be scheduled by the Court and (b) may file objections and be heard by the Court in
accordance with the terms of any order of the Court providing for a hearing on any subsequent
relief sought by the Foreign Representative in this proceeding.

11. Copies of this Order, the proposed order recognizing the Canadian Proceeding
as a foreign main proceeding and White Birch Company as a foreign representative, and notice of
the hearing on the Petition shall be served via first class U.S. mail upon (a) the Office of the United
States Trustee for the Eastern District of Virginia; (b) counsel to the agent under the Debtors’
proposed postpetition financing agreement; (c) counsel to the agent under the First Lien Term
Loan Agreement; (d)counsel to the agent under the Second Lien Term Loan Agreement;
(e) counsel to the agent under the Revolving ABL Agreement; (f) counsel to counterparties under
the Swap Agreements; (g) the monitor appointed in the CCAA Cases; (h) all parties to litigation
currently pending in the United States to which any Debtor is a party; (i) SunTrust Bank; (j) HSBC
Bank USA, N.A.; (k) vendors and suppliers of the Debtors located in the United States; (1) all other
parties against whom the Debtors obtained provisional relief pursuant to section 1519 of the

Bankruptcy Code; and (m) all parties that file notices of appearance in the Chapter 15 Cases



pursuant to Bankruptcy Rule 2002. Such service shall be deemed adequate and sufficient service
and notice for all purposes.

12. The banks and financial institutions with which the Debtors maintain bank
accounts or on which checks are drawn or electronic payment requests made in payment of
prepetition or postpetition obligations are authorized and directed to continue to service and
administer the Debtors’ bank accounts without interruption and in the ordinary course and to
receive, process, honor and pay any and all such checks, drafts, wires and automatic clearing house
transfers issued, whether before or after the Petition Date and drawn on the Debtors’ bank accounts
by respective holders and makers thereof and at the direction of the Foreign Representative or the
Debtors, as the case may be.

13. Notwithstanding any provision in the Bankruptcy Rules to the contrary: (a) this
Order shall be effective immediately and enforceable upon its entry; (b) the Foreign Representative
is not subject to any stay in the implementation, enforcement or realization of the relief granted in
this Order; and (c) the Foreign Representative is authorized and empowered, and may in its
discretion and without further delay, take any action and perform any act necessary to implement
and effectuate the terms of this Order.

14. This Court shall retain jurisdiction with respect to any matters, claims, rights or

disputes arising from or related to the Motion or the implementation of this Order.

Mar 5 2010

/sl Douglas O. Tice Jr.
Dated: , 2010

Richmond, Virginia United States Bankruptcy Judge

Entered on Docket: Mar 8 2010



I ASK FOR THIS:

/s/ Jonathan L. Hauser
Jonathan L. Hauser

VSB No. 18688

TROUTMAN SANDERS LLP
222 Central Park Avenue

Suite 2000

Virginia Beach, VA 23462
Telephone:  (757) 687-7768
Facsimile: (757) 687-1505

-and -

KIRKLAND & ELLIS LLP

Richard M. Cieri (admitted pro hac vice)
Christopher J. Marcus (admitted pro hac vice)
Michael A. Cohen (admitted pro hac vice)
601 Lexington Avenue

New York, New York 10022-4611
Telephone:  (212) 446-4800

Facsimile: (212) 446-4900

Counsel to the Foreign Representative

CERTIFICATION OF ENDORSEMENT
UNDER LOCAL BANKRUPTCY RULE 9022-1(C)

Pursuant to Local Bankruptcy Rule 9022-1(C), I hereby certify that the foregoing
proposed order has been endorsed by or served upon all necessary parties.

/s/ Jonathan L. Hauser

396917v1



Appendix B — Order of the U.S. Bankruptcy
Court authorizing the Interim Financing
provisionally



UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF VIRGINIA

RICHMOND DIVISION
In re: Chapter 11
BEAR ISLAND PAPER COMPANY, L.L.C.! Case No. 10-31202 (DOT)
Debtor.

INTERIM ORDER (I) AUTHORIZING THE DEBTOR TO
OBTAIN POST-PETITION SECURED FINANCING PURSUANT TO
11 U.S.C. § 364, (II) AUTHORIZING THE DEBTOR’S LIMITED USE OF
CASH COLLATERAL PURSUANT TO 11 U.S.C. § 363, (III) GRANTING
ADEQUATE PROTECTION TO PREPETITION DEBT LENDERS
PURSUANT TO 11 U.S.C. §§ 361, 362, 363 AND 364, AND (IV) SCHEDULING
FINAL HEARING PURSUANT TO BANKRUPTCY RULE 4001

Upon the motion of the debtor and debtor-in-possession (the “Debtor” or the
“Borrower”) in the above-captioned chapter 11 case (the “Chapter 11 Case”), dated February 24,

2010 (the “Meotion”), (a) seeking the entry of this interim order (this “Order”) and a final order

(the “Final Order”): (i) authorizing, among other things, the Debtor and certain of its affiliates to
obtain senior secured post-petition financing in an aggregate principal amount not to exceed

$140,000,000 (the “Postpetition Facility”), pursuant to section 364 of title 11 of the United States

Code, 11 U.S.C. §§ 101, et seq. (the “Bankruptcy Code”), and authorizing the Debtor and certain
of its affiliates to unconditionally guaranty the Obligations under the Postpetition Facility, from
Credit Suisse AG (or certain affiliates) (“CS”), as administrative agent and collateral agent (in
such capacity, the “Postpetition Agent”) for itself, the other Agents and a syndicate of financial
institutions (collectively, the “Postpetition Lenders”), pursuant to the terms of this Order and that

certain Senior Secured Super-Priority Debtor-In-Possession Term Loan Credit Agreement, dated

1 The last four digits of the Debtor’s federal tax identification number are 0914. The principal address for
the Debtor is 10026 Old Ridge Road, Ashland, Virginia 23005.

NY\1621205.2



as of February [ ], 2010, by and among the Borrower, the other Loan Parties, the Postpetition
Agent and the Postpetition Lenders, in substantially the form attached to the Motion as Exhibit A
(as the same may be amended, restated, supplemented or otherwise modified from time to time, the
“Postpetition Credit Agreement”);* (ii) authorizing the Debtor to execute, deliver and enter into
the Postpetition Credit Agreement and other Postpetition Loan Documents (as defined in paragraph
2 below) and to perform such other and further acts as may be required in connection with the
Postpetition Loan Documents; (iii) granting security interests, liens, and superpriority claims to the
Postpetition Agent, for the benefit of itself and the Postpetition Lenders, to secure all obligations of
the Debtor under and with respect to the Postpetition Facility; (iv) authorizing the Debtor’s limited
use of Cash Collateral (as defined in paragraph E below), solely on the terms and conditions set

forth in this Order and in the Postpetition Loan Documents; (v) granting adequate protection to the

Prepetition Debt Lenders (as defined in paragraph D(a)(1) below), as more fully set forth in this

Order; and (vi) modifying the automatic stay imposed under section 362 of the Bankruptcy Code;
(b) requesting, pursuant to Rule 4001 of the Federal Rules of Bankruptcy Procedure (the
“Bankruptcy Rules”) and the applicable Local Bankruptcy Rules of this Court, that an emergency
interim hearing (the “Interim Hearing”’) on the Motion be held before this Court to consider entry
of this Order, which authorizes the Debtor and other Loan Parties to borrow under the Postpetition
Loan Documents, on an interim basis, up to an aggregate principal amount not to exceed
$104,000,000; and (c) requesting, pursuant to Bankruptcy Rules 4001(b)(2) and 4001(c)(2) and the
applicable Local Bankruptcy Rules of this Court, that this Court (i) schedule a final hearing (the
“Final Hearing”) on the Motion as set forth in paragraph 35 below to consider entry of the Final
Order authorizing the balance of the borrowings under the Postpetition Loan Documents on a final
basis, and (ii) approve notice procedures with respect thereto; and the Interim Hearing having been

held before this Court on February 25, 2010; and this Court having considered the Motion and all

pleadings related thereto, including the record made by the Debtor at the Interim Hearing; and after

2 Capitalized terms used but not defined herein shall have the meaning assigned to such terms in the Postpetition
Credit Agreement.

2-
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due deliberation and consideration, and good and sufficient cause appearing therefor:

THIS COURT HEREBY FINDS AND CONCLUDES AS FOLLOWS:’

A. Commencement of Case. On February 24, 2010 (the “Petition Date”), the
Debtor filed with this Court a voluntary petition for relief under chapter 11 of the Bankruptcy
Code. The Debtor is continuing to operate its businesses and manage its properties as a debtor-in-
possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. No request has been
made for the appointment of a trustee or examiner, and no official committee of unsecured
creditors (the “Creditors’ Committee™) has yet been appointed in the Chapter 11 Case.

B. Jurisdiction; Venue. This Court has jurisdiction over the Chapter 11 Case

and the Motion pursuant to 28 U.S.C. §§ 157(b) and 1334. Consideration of the Motion constitutes
a core proceeding pursuant to 28 U.S.C. § 157(b)(2). The statutory predicates for the relief sought
herein are sections 105, 361, 362, 363, and 364 of the Bankruptcy Code and Rules 2002, 4001 and
9014 of the Federal Rules of Bankruptcy Procedure. Venue of the Chapter 11 Case in this District
is proper pursuant to 28 U.S.C. §§ 1408 and 1409.

C. Adequate Notice. On February 24, 2010, the Debtor filed the Motion with
this Court and pursuant to Bankruptcy Rules 2002, 4001 and 9014, and the Local Bankruptcy
Rules of this Court, the Debtor has provided notice of the Motion and the Interim Hearing by
electronic mail, facsimile, hand delivery or overnight delivery to the following parties and/or to
their counsel as indicated: (i) the Office of the United States Trustee for this District (the “U.S.
Trustee™); (ii) the Debtor’s twenty 20 largest unsecured creditors; (iii) counsel to the Postpetition
Agent; (iv) counsel to each of the Prepetition Debt Agents (as defined in paragraph D(a)(1) below);
(v) all other known parties with liens of record on assets of the Debtor as of the Petition Date; (vi)
all financial institutions at which the Debtor maintains deposit accounts; (vii) the landlords for all
non-residential real properties occupied by the Debtor as of the Petition Date; (viii) the local office

for the Internal Revenue Service and (xi) all other parties required to receive notice pursuant to

3 Pursuant to Bankruptcy Rule 7052, any findings of fact contained herein that may be construed as matters
of law shall be treated as conclusions of law as if set forth below, and vice versa.
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Bankruptcy Rules 2002, 4001 or 9014 or requesting to receive notice prior to the date hereof
(collectively, the “Notice Parties”). Given the nature of the relief sought in the Motion, this Court
concludes that the foregoing notice was sufficient and adequate under the circumstances and
complies with the Bankruptcy Code, the Bankruptcy Rules, and any other applicable law, and no
further notice relating to this proceeding is necessary or required.
D. Prepetition Debt Loan Documents, Liens and Claims.

(a) Without prejudice to the rights of any other party, but subject to the time limitations
specified in paragraph 31 of this Order, the Debtor admits, stipulates and agrees that, on and as of

the Petition Date, the Debtor was indebted and bound as described below:

1. Defined Terms. The Prepetition Senior Agent, the Prepetition Junior Agent
and the Prepetition Revolving Agent are collectively referred to herein as the “Prepetition Debt
Agents.” The Prepetition Senior Lenders, the Prepetition Junior Lenders and the Prepetition
Revolving Lenders are collectively referred to herein as the “Prepetition Debt Lenders.”

2. Prepetition Debt Loan Documents. The Prepetition Senior Credit
Agreement, the Prepetition Junior Credit Agreement and the Prepetition Revolving Credit
Agreement (collectively referred to herein as the “Prepetition Debt Credit Agreements™) and the
other Prepetition Senior Loan Documents, Prepetition Junior Loan Documents, and Prepetition
Revolving Loan Documents (referred to herein as the “Prepetition Debt Loan Documents™) are
valid and enforceable and are in full force and effect.

3. Prepetition Debt Obligations. As of the Petition Date, the Debtor and other
applicable loan parties were truly and justly indebted, without defense, counterclaim or offset of
any kind, as follows:

(1) to the Prepetition Senior Agent and Prepetition Senior Lenders pursuant to the
Prepetition Senior Loan Documents in the aggregate principal amount of not less than
$442,240,000;

(i1) to the Prepetition Junior Agent and Prepetition Junior Lenders pursuant to the
Prepetition Junior Loan Documents in the aggregate principal amount of not less than
$100,000,000; and

(iii) to the Prepetition Revolving Agent and Prepetition Revolving Lenders pursuant to the
Prepetition Revolving Loan Documents in the aggregate principal amount of not less than
$50,600,000

NY\1621205.2



plus, with respect to each of (i) through (iii), all accrued or, subject to section 506(b) of the
Bankruptcy Code, hereafter accruing and unpaid interest thereon and any additional fees,
costs and expenses (including any reasonable attorneys’ and other professional fees, costs
and expenses) and other obligations now or hereafter due under the applicable Prepetition
Debt Loan Documents (the Prepetition Senior Obligations, the Prepetition Junior
Obligations and the Prepetition Revolving Obligations are collectively referred to herein as

the “Prepetition Debt Obligations™).

4. Validity of Prepetition Debt Obligations. The Prepetition Debt Obligations
constitute legal, valid and binding obligations of the Debtor and each applicable loan party and no
offsets, defenses or counterclaims to the Prepetition Debt Obligations exist. No portion of the
Prepetition Debt Obligations or, subject to the Prepetition Intercreditor Agreement, any amounts
previously paid to any Prepetition Debt Agent or any Prepetition Debt Lender on account of or
with respect its applicable Prepetition Debt Obligations, are subject to avoidance, reduction,
disgorgement, disallowance, impairment, recharacterization or subordination pursuant to the
Bankruptcy Code or applicable non-bankruptcy law.

5. Prepetition Debt Liens and Prepetition Debt Collateral. The respective
security interests and liens securing the Prepetition Senior Obligations, the Prepetition Junior
Obligations and the Prepetition Revolving Obligations (respectively, the “Prepetition Senior
Liens”, the “Prepetition Junior Liens” and the “Prepetition Revolving Liens” and collectively,
the “Prepetition Debt Liens”) constitute valid, binding, enforceable and perfected liens and
security interests in and on the respective assets and property of the Debtor and other applicable

loan parties (respectively, the “Prepetition Senior Collateral”, the “Prepetition Junior
Collateral” and the “Prepetition Revolving Collateral” and collectively, the “Prepetition Debt
Collateral™), all as specified more fully in, and subject to the terms and conditions of, the
Prepetition Debt Loan Documents.

6. Validity of Prepetition Debt Liens. The Prepetition Debt Liens are not
subject to avoidance, reduction, disallowance or subordination pursuant to the Bankruptcy Code or
applicable non-bankruptcy law (except insofar as such liens are subordinated to the Postpetition
Liens and the Carve-Out (each term as hereinafter defined) in accordance with the provisions of
this Order).

7. No Claims or Causes of Action. The Debtor and its affiliates and
subsidiaries have no valid claims (as such term is defined in section 101(5) of the Bankruptcy
Code) or causes of action against any of the Prepetition Debt Agents or any of the Prepetition Debt
Lenders with respect to the Prepetition Debt Credit Agreements or any other Prepetition Debt Loan
Document, whether arising at law or at equity, including, without limitation, any re-
characterization, subordination, avoidance or other debtor claims arising under or pursuant to
sections 105, 510 or 542 through 553, inclusive, of the Bankruptcy Code.

(b) The Debtor irrevocably waives any right to challenge or contest the

Prepetition Debt Liens and the validity of the Prepetition Debt Obligations; provided that, subject
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to paragraph 30 of this Order and the time limitations specified in paragraph 31 of this Order, none
of the foregoing acknowledgments or agreements by the Debtor contained in this paragraph D shall
be binding on any other party and shall not affect the rights of any committee, Person or entity
(other than the Debtor) with respect to their rights to assert, pursue or otherwise allege any of the
claims and actions described in paragraph 31 of this Order.

(c) As used herein, the term “Prior Liens” means only valid, enforceable, and
non-avoidable liens and security interests in the Prepetition Debt Collateral that were perfected
prior to the Petition Date (or perfected on or after the Petition Date to the extent permitted by
Section 546(b) of the Bankruptcy Code), which are not subject to avoidance, reduction,
disallowance, impairment, recharacterization or subordination pursuant to the Bankruptcy Code or
applicable non-bankruptcy law and which are senior in priority to the applicable Prepetition Debt
Liens under applicable law and after giving effect to any subordination or inter-creditor
agreements. For the avoidance of doubt, the Prior Liens shall not include, or be deemed to include,
any or all of the Prepetition Term Loan Liens and/or the Adequate Protection Term Loan Liens (as
defined in paragraph 18(a) below), all of which liens are being primed by the Postpetition Liens as
set forth herein, but the Prior Liens shall include the Prepetition Revolving Liens.

E. Cash Collateral. For purposes of this Order, the term “Cash _Collateral”
shall mean and include all “cash collateral” as defined by section 363(a) of the Bankruptcy Code
and shall include and consist of, without limitation, all of the respective cash proceeds of the
Postpetition Collateral (as defined below in paragraph 9 of this Order) and Prepetition Debt
Collateral in which any of the Postpetition Agent, Postpetition Lenders, Prepetition Debt Agents or
Prepetition Debt Lenders has an interest (including, without limitation, any adequate protection
lien or security interest), whether such interest existed as of the Petition Date or arises thereafter
pursuant to this Order, any other order of this Court, applicable law or otherwise.

F. Exigent Circumstances. The Debtor has an immediate and critical need to
obtain post-petition financing under the Postpetition Facility and to use Cash Collateral in order to,
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among other things, finance the ordinary costs of their operations, maintain business relationships
with vendors, suppliers and customers, make payroll, make capital expenditures, and satisfy other
working capital and operational needs and repay the Prepetition Revolving Obligations in full.
The Debtor’s access to sufficient working capital and liquidity through the incurrence of post-
petition financing under the Postpetition Facility and the use of Cash Collateral under the terms of
this Order is vital to the preservation and maintenance of the going concern value of the Debtor’s
estate. Consequently, without access to the Postpetition Facility and the use of Cash Collateral, to
the extent authorized pursuant to this Order, the Debtor and its estate would suffer immediate and
irreparable harm.

G. No_Alternative Sources of Funding. The use of Cash Collateral alone
would be insufficient to meet the Debtor’s post-petition liquidity needs. Given the Debtor’s
current financial condition and capital structure, the Debtor has attempted but is unable to obtain
(i) adequate unsecured credit allowable either (a) under sections 364(b) and 503(b)(1) of the
Bankruptcy Code or (b) under section 364(c)(1) of the Bankruptcy Code, (ii) adequate credit
secured by (x) a senior lien on unencumbered assets of its estate under section 364(c)(2) of the
Bankruptcy Code and (y) a junior lien on encumbered assets under section 364(c)(3) of the
Bankruptcy Code, or (iii) secured credit under section 364(d)(1) of the Bankruptcy Code, from
sources other than the Postpetition Agent and the Postpetition Lenders on terms more favorable
than the terms of the Postpetition Facility. The only source of secured credit available to the
Debtor, other than the use of Cash Collateral, is the Postpetition Facility. The Debtor requires both
additional financing under the Postpetition Facility and the use of Cash Collateral under the terms
of this Order in order to satisfy its post-petition liquidity needs. After considering all other
alternatives, the Debtor has concluded, in an exercise of its sound business judgment, that the
financing to be provided by the Postpetition Agent and the Postpetition Lenders pursuant to the
terms of this Order and the Postpetition Loan Documents represents the best financing presently

available to the Debtor.
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H. Willingness of Postpetition Lenders. The Postpetition Agent and the

Postpetition Lenders have indicated a willingness to provide the Debtor with certain financing
commitments, but solely on the terms and conditions set forth in this Order and in the Postpetition
Loan Documents.

L Limited Consent. The consent of the Prepetition Senior Agent and the
Prepetition Senior Lenders to the priming of their liens by the Postpetition Liens is limited to the
Postpetition Facility presently before this Court, with CS as Postpetition Agent and a subset of the
Prepetition Senior Lenders as Postpetition Lenders, and shall not, and shall not be deemed to,
extend to any other post-petition financing or to any modified version of this Postpetition Facility
with any party other than CS as Postpetition Agent. Furthermore, the consent of the Prepetition
Senior Agent and the Prepetition Revolving Agent to the Debtor’s use of Cash Collateral (and,
with respect to the Prepetition Senior Agent, the priming of its liens by the Postpetition Liens) as
provided in this Order does not constitute, and shall not be construed as constituting, an
acknowledgment or stipulation that their interests in their respective collateral are otherwise
adequately protected. Nothing in this Order, including, without limitation, any of the provisions
herein with respect to adequate protection, shall constitute, or be deemed to constitute, a finding
that the interests of the Prepetition Senior Agent, any Prepetition Senior Lender, the Prepetition
Revolving Agent or any Prepetition Revolving Lender are or will be adequately protected with
respect to any non-consensual use of Cash Collateral or non-consensual priming of their respective
liens or security interests.

J. Section 364(d) Finding. The security interests and liens granted pursuant to
this Order to the Postpetition Agent, for the benefit of itself and the Postpetition Lenders, are
appropriate under section 364(d) of the Bankruptcy Code because, among other things: (i) such
security interests and liens do not impair the interests of any holder of a wvalid, perfected,
prepetition security interest or lien in any property of the Debtor’s estate, and/or (ii) the holders of
such security interests and liens have consented (or are deemed to have consented) to the security
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interests and priming liens granted pursuant to this Order to the Postpetition Agent for the benefit
of itself and the Postpetition Lenders.

K. Prepetition Intercreditor Agreement. Pursuant and subject to Sections 2.1,
6.1 and 6.3 of that certain Second Amended and Restated Intercreditor Agreement, dated as of
May 8, 2007 (as amended, restated, supplemented or otherwise modified from time to time, the
“Prepetition Intercreditor Agreement”), the Prepetition Junior Agent, on behalf of itself and the
Prepetition Junior Lenders, has agreed: (i) to subordinate its liens in the Prepetition Senior
Collateral to the Postpetition Liens and the Adequate Protection Senior Liens, and (ii) that it will
not request adequate protection or any other relief in connection with the Debtor’s entry into the
Postpetition Facility or use of Cash Collateral, except as expressly agreed to by the Prepetition
Senior Agent or to the extent permitted under, and subject to the terms and conditions of, Sections
6.1 and 6.3 of the Prepetition Intercreditor Agreement.

L. Good Cause Shown. Good cause has been shown for immediate entry of
this Order pursuant to Bankruptcy Rules 4001(b)(2) and (c¢)(2) and such relief is in the best interest
of the Debtor, its estate and creditors. In particular, the authorizations granted herein for the
Debtor to execute the Postpetition Loan Documents, to use the Cash Collateral, and to obtain
interim financing, including on a priming lien basis, are necessary to avoid immediate and
irreparable harm to the Debtor and its estate, are fair and reasonable, reflect the Debtor’s exercise
of prudent business judgment consistent with its fiduciary duties, and are supported by reasonably
equivalent value and fair consideration.

M. Section 364(e); Good Faith. The Postpetition Facility, Postpetition Loan

Documents, use of Cash Collateral and provision of adequate protection contained herein have
been negotiated in good faith and at arm’s-length among the Debtor, the Prepetition Senior Agent,
the Prepetition Revolving Agent and Postpetition Agent. Accordingly, any credit extended and
loans made to, Cash Collateral used by, and adequate protection provided by the Debtor pursuant
to this Order shall be, and hereby are, deemed to have been extended, issued, made, used or
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provided, as the case may be, in “good faith” as required by, and within the meaning of, section
364(e) of the Bankruptcy Code.

Based upon the foregoing findings, stipulations, and conclusions, and upon the
record made before this Court at the Interim Hearing, and good and sufficient cause appearing
therefor,

IT IS HEREBY ORDERED, ADJUDGED AND DECREED THAT:

1. Motion Granted. The Motion is approved on an interim basis on the terms
and conditions set forth in this Order. This Order shall become effective immediately upon its
entry. To the extent any provisions in this Order conflict with any provisions of the Postpetition
Loan Documents, the provisions of this Order shall control and govern to the extent of such
conflict. All objections to the entry of this Order have been withdrawn or overruled.

2. Postpetition Loan Documents. The terms and conditions of the Postpetition
Credit Agreement are hereby approved. The Debtor is hereby authorized to enter into and deliver
the Postpetition Credit Agreement and such additional documents, instruments, notes and
agreements as may be reasonably required by the Postpetition Agent to implement the terms or
effectuate the purposes of this Order (as such additional documents, instruments, notes and
agreements may be amended, restated, supplemented or otherwise modified from time to time,
together with the Postpetition Credit Agreement, the “Postpetition Loan Documents”). The
Borrower is hereby authorized to borrow money under the Postpetition Credit Agreement, and
guarantee the Obligations of the other Loan Parties thereunder, in accordance with the terms of this
Order and the Postpetition Loan Documents. Upon execution and delivery thereof by the
Borrower and the other Loan Parties, the Postpetition Loan Documents shall be incorporated by
reference as part of this Order and shall constitute valid and binding obligations of the Debtor,
enforceable against the Debtor (and its estate, successor and assigns) in accordance with the terms

thereof.
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3. Amendments. The Debtor is hereby authorized, without further notice,
motion or application to, order of, or hearing before, this Court, to enter into and consummate any
non-material modifications to the Approved Budget or the Postpetition Credit Agreement, or of
any other modifications to the Postpetition Credit Agreement necessary to conform the Postpetition
Credit Agreement to this Order; provided, however, that notice of any material modification or
amendment to the Approved Budget or the Postpetition Credit Agreement shall be provided to
counsel to the Creditors’ Committee and counsel to the U.S. Trustee, each of whom shall have
seven (7) days from the date of such notice within which to object in writing to such modification
or amendment. If the Creditors’ Committee or the U.S. Trustee timely objects to any material
modification or amendment to the Approved Budget or the Postpetition Credit Agreement, then
such modification or amendment shall only be permitted pursuant to an order of this Court;
provided further that, until the Revolving Repayment Date (as defined in paragraph 4(c) below),
any amendment or modification of the Approved Budget shall require either the written consent of
the Prepetition Revolving Agent or approval of this Court.

4. Permitted Use.

a. Generally. Notwithstanding anything in this Order to the contrary,
the Debtor may use the Cash Collateral and proceeds of the Postpetition Facility and incur
Postpetition Obligations solely in accordance with and pursuant to the financial covenants,
availability formulae, and other terms and conditions set forth in the Postpetition Loan Documents
and this Order, but in all events only until the occurrence of the Maturity Date (regardless of
whether the aggregate funds shown on the Approved Budget have been expended); provided that
the consent to the use of Cash Collateral provided by the Prepetition Revolving Agent hereunder
shall expire on March 3, 2010 (unless extended in the sole discretion of the Prepetition Revolving
Agent or if the Revolving Repayment Date shall have occurred) and any further uses of its Cash
Collateral shall be subject to further order of this Court. Notwithstanding the foregoing, but
subject to the Maximum Amount (as defined in paragraph 7 below), if the Postpetition Agent or
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the Postpetition Lenders in their respective sole discretion advance funds or provide other
extensions of credit to the Debtor in excess of any financial covenants, availability formulae, or
other terms and conditions (or any other limitations in the Postpetition Loan Documents, including,
without limitation, the Approved Budget), such advances (and any other indebtedness in excess of
such amount) shall constitute Postpetition Obligations entitled to the rights, priorities, benefits and
protections of the Postpetition Loan Documents and this Order.

b. No Duty to Monitor Compliance. The Postpetition Agent, the

Prepetition Debt Agents, the Postpetition Lenders, and the Prepetition Debt Lenders may assume
the Debtor will comply with this Order, the Approved Budget and the Postpetition Loan
Documents and shall not (i) have any obligation with respect to the Debtor’s use of Cash Collateral
or the use of proceeds of the Postpetition Facility; (ii) be obligated to ensure or monitor the
Debtor’s compliance with any financial covenants, formulae, or other terms and conditions of any
Postpetition Loan Document or (iii) be obligated to pay any expenses incurred or authorized to be
incurred pursuant to the Postpetition Loan Documents.

c. Repayment of Prepetition Revolving Loans. On the Closing Date,
the Debtor shall repay the Prepetition Revolving Obligations in full in cash in accordance with the
terms and conditions of the Prepetition Revolving Loan Documents. The payment by the Debtor
of such amounts shall not alter or limit any rights and remedies of the Creditors’ Committee or any
other Person arising under paragraph 31 of this Order. Upon indefeasible payment and satisfaction
in full in cash of the Prepetition Revolving Obligations (the date of such payment, the “Revolving

Repayment Date”), the Prepetition Revolving Credit Agreement, Prepetition Revolving Loan

Documents, and Prepetition Revolving Liens, shall, without further notice to, or action by, any
Person, be deemed immediately terminated, extinguished and released, and the Prepetition
Revolving Agent shall promptly execute and deliver to the Debtor and Postpetition Agent a payoff
letter and such instruments of termination, release and satisfaction (in recordable form) as may be
reasonably requested by the Debtor and/or the Postpetition Agent. Notwithstanding the above, any
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indemnity provisions contained in the Prepetition Revolving Loan Documents shall survive such

termination, release and satisfaction in the manner and to the extent set forth therein.

5. Postpetition Obligations. For purposes of this Order, the term
“Postpetition Obligations” shall mean all amounts owing under the Postpetition Credit
Agreement and other Postpetition Loan Documents (including, without limitation, all
“Obligations” as defined in the Postpetition Credit Agreement) and shall include the principal of,
interest on, fees, costs, expenses and other charges owing in respect of, such amounts (including,
without limitation, any reasonable attorneys’ and other professional fees, costs and expenses that
are chargeable or reimbursable under the Postpetition Loan Documents), and any obligations in
respect of indemnity claims, in each case whether contingent or otherwise.

6. Interest, Fees, Costs and Expenses. The Postpetition Obligations shall bear
interest at the rates (including default rates when applicable), and be due and payable (and paid), as
set forth in, and in accordance with the terms and conditions of, this Order and the Postpetition
Loan Documents, in each case without further notice, motion or application to, order of, or hearing
before, this Court. The Debtor shall pay on demand all fees, costs, expenses and other charges
payable under and pursuant to the terms of the Postpetition Loan Documents, including, without
limitation, all of the fees, costs and expenses described in Section 2.4 (Fees), Section 2.15
(Indemnity) and Section 9.4 (Payment of Expenses) of the Postpetition Credit Agreement. None of
such fees, costs and expenses shall be subject to Court approval or U.S. Trustee guidelines, and no
recipient of any such payment shall be required to file with respect thereto any interim or final fee
application with this Court; provided, that the Postpetition Agent and Postpetition Lenders shall
submit summaries of their respective professional fee invoices to the Debtor, the U.S. Trustee and
counsel for the Creditors’ Committee. Such invoices may be redacted to the extent necessary to
prevent disclosure of any information subject to the attorney-client privilege, any attorney work
product, or any other confidential, privileged, or protected information, and the provision of such
invoices shall not constitute any waiver of the attorney-client privilege or of any benefits of the
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attorney work product doctrine or any other applicable privilege or protection. The U.S. Trustee
and the Creditors’ Committee may object to the reasonableness of the fees, costs and expenses
included in any such professional fee invoice; provided that, any such objection shall be forever
waived and barred unless (i) it is filed with this Court and served on the applicable professional no
later than ten (10) days after the objecting party’s receipt of the applicable professional fee invoice
and (ii) it describes with particularity the items or categories of fees, costs and expenses that are
the subject of the objection and provides the specific basis for the objection to each such item or
category of fees, costs and expenses. Any hearing on an objection to payment of any fees, costs
and expenses of the Postpetition Agent or any Postpetition Lender set forth in a professional fee
invoice shall be limited to the reasonableness or necessity of the particular items or categories of
the fees, costs and expenses which are the subject of such objection. The Debtor shall indemnify
the Postpetition Agent and the Postpetition Lenders (and other applicable parties) to the extent set
forth in the Postpetition Loan Documents, including, without limitation, as provided in Section
2.15 (Indemnity) of the Postpetition Credit Agreement. All such unpaid fees, costs, expenses,
charges and indemnities shall constitute Postpetition Obligations and shall be secured by the
Postpetition Collateral as specified in this Order. Any and all fees, costs and expenses paid prior to
the Petition Date by the Debtor to the Postpetition Agent or Postpetition Lenders in connection
with or with respect to the Postpetition Facility, Postpetition Credit Agreement or other
Postpetition Loan Documents are hereby approved in full.

7. Maximum Amount. Subject to the terms and conditions set forth in this
Order and in the Postpetition Loan Documents, the Debtor may use the proceeds of the
Postpetition Facility and the Cash Collateral solely to: (i) pay outstanding Postpetition Obligations
as provided in the Postpetition Loan Documents and this Order, (ii) repay the Prepetition
Revolving Obligations in full on the Closing Date as provided in paragraph 4 above, (iii) make the
adequate protection payments required under this Order, and (iv) fund general corporate and
working capital requirements of the Debtor in accordance with the terms of the Postpetition Loan
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Documents. The aggregate principal amount of Loans available under the Postpetition Credit
Agreement shall not at any time exceed $140,000,000 without further order of this Court (the

“Maximum Amount”), provided, however, that from and after the entry of this Order and prior to

the entry of the Final Order, the Maximum Amount shall be limited to $104,000,000, in each case
with respect to the Debtor and all other Loan Parties in the aggregate.

8. Approved Budget.

a. Generally. Attached hereto as Exhibit A is a 13-week budget (the
“Initial Approved Budget”) which reflects on a line-item basis the Debtor’s anticipated
cumulative cash receipts and expenditures on a weekly basis and all necessary and required
cumulative expenses which the Debtor expects to incur during each week of the Initial Approved
Budget. The Initial Approved Budget may be modified or supplemented from time to time by
additional budgets (covering any time period covered by a prior budget or covering additional time
periods) prepared by the Debtor and approved by the Postpetition Agent and Syndication Agent in
writing in accordance with the terms of the Postpetition Credit Agreement (each such additional
budget, a “Supplemental Approved Budget”), in each case without further notice, motion or
application to, order of, or hearing before, this Court (except as required by paragraph 3 above).
The aggregate, without duplication, of all items that are set forth in the Initial Approved Budget, as

such budget may be amended, modified, replaced, or supplemented from time to time by any

Supplemental Approved Budget, shall constitute the “Approved Budget.” Notwithstanding the

foregoing, until the Revolving Repayment Date, any amendment or modification of the Approved
Budget shall require either the written consent of the Prepetition Revolving Agent or approval of
this Court.

b. Budget Covenants. The Debtor shall provide to the Postpetition
Agent, so as actually to be received within four (4) Business Days following the Friday of each
week (the “Report Date”), weekly line-by-line certified variance reports for the preceding weekly
period and on a cumulative basis from the Petition Date to such Report Date, comparing actual
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cash receipts and disbursements to amounts projected in the Approved Budget, in form and scope
acceptable to the Postpetition Agent and Syndication Agent. The Debtor shall, on the fourth (4™)
Business Day of each week beginning with the first full week after the Petition Date until the
Maturity Date, deliver to the Postpetition Agent an updated, “rolling” 13-week budget which sets
forth by line item updated projected receipts and disbursements for the Debtor and the other Loan
Parties during the period commencing from the end of the previous week through and including
thirteen weeks thereafter; provided that the Debtor shall still be subject to and be governed by the
terms of the Approved Budget then in effect and the Postpetition Agent, Prepetition Debt Agents,
Postpetition Lenders and Prepetition Debt Lenders shall, as applicable and subject to the terms of
the Postpetition Loan Documents and the Prepetition Intercreditor Agreement, have no obligation
to fund to such updated “rolling budget” or permit the use of Cash Collateral with respect thereto.
The Debtor shall, by no later than five (5) Business Days prior to the end of the period covered by
the then applicable Approved Budget, deliver to the Postpetition Agent a Supplemental Approved
Budget. Prior to the Revolving Repayment Date, the foregoing reports and budget shall be
promptly provided by the Debtor to the Prepetition Revolving Agent.

9. Postpetition Liens. As security for the full and timely payment of the
Postpetition Obligations, the Postpetition Agent, for the benefit of the Postpetition Agent, the other
Agents thereunder, and the Postpetition Lenders, is hereby granted, pursuant to sections 364(c)(2),
364(c)(3) and 364(d)(1) of the Bankruptcy Code, valid, binding, enforceable, unavoidable and
fully perfected security interests, liens and mortgages (collectively, the “Postpetition Liens”) in
and upon all pre-petition and post-petition real and personal, tangible and intangible property and
assets of the Debtor of any kind or nature whatsoever, wherever located, whether now existing or
hereafter acquired or arising, including, without limitation, all cash (including all Cash Collateral,
wherever held), cash equivalents, bank accounts, accounts, other receivables, chattel paper,
contract rights, inventory, instruments, documents, securities (whether or not marketable),
equipment, goods, fixtures, real property interests, intellectual property, general intangibles,

-16-

NY\1621205.2



investment property, supporting obligations, letter of credit rights, commercial tort claims, one
hundred percent (100%) of the Capital Stock of the Debtor’s direct and indirect domestic and
foreign subsidiaries (other than the Capital Stock of any Excluded Non US Subsidiary of the
Company, in respect of which only 65% of the voting Capital Stock and 100% of the non-voting
Capital Stock shall be subject to such security interests and liens), all inter-company notes held by
the Debtor, the Soucy Intercompany Note, trademarks, trade names, licenses, rights to payment
including tax refund claims, and causes of action (exclusive of actions for preferences, fraudulent
conveyances, and other avoidance power claims under chapter 5 of the Bankruptcy Code (the
“Avoidance Actions”), but, upon entry of the Final Order, inclusive of the proceeds and recoveries

from the Avoidance Actions (the “Avoidance Action Proceeds”)), the Prepetition Senior

Collateral, and the Prepetition Revolving Collateral, and the proceeds, products, offspring, rents
and profits of all of the foregoing, including insurance proceeds (all of the foregoing, the
“Postpetition Collateral”); provided that the Avoidance Actions Proceeds shall be substantially
the last collateral used to repay the Postpetition Obligations.

10. Other Priority Matters. Subject to the Carve-Out, the Postpetition Liens: (a)
shall, pursuant to section 364(c)(2) of the Bankruptcy Code, constitute first priority security
interests in and liens on all Postpetition Collateral that is not otherwise subject to any Prior Lien;
(b) shall, pursuant to section 364(d)(1) of the Bankruptcy Code, be senior to and prime (i) the
Prepetition Term Loan Liens, (ii) the Adequate Protection Term Loan Liens, and (iii) solely with
respect to the Prepetition Senior Collateral, the Adequate Protection Revolving Liens (the liens
described in clauses (i), (ii) and (iii) above, collectively, the “Primed Liens”); and (c) shall,
pursuant to section 364(c)(3) of the Bankruptcy Code, be immediately junior in priority to any and
all Prior Liens (other than the Primed Liens) on or in the Postpetition Collateral. Other than the
Carve-Out and Prior Liens, the Postpetition Liens shall at all times be senior to the following
(collectively, the “Subordinate Liens and Related Rights™): (i) the rights of the Debtor and any
successor trustee or estate representative in the Chapter 11 Case or any other subsequent
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proceedings under the Bankruptcy Code, including, without limitation, any Chapter 7 proceeding if
the Chapter 11 Case is converted to a case under Chapter 7 of the Bankruptcy Code (the
“Successor Case”); (i) any inter-company claim of the Debtor or any domestic or foreign
subsidiary or affiliate of the Debtor, and (iii) any security interest or lien which is either (x)
avoided or otherwise preserved for the benefit of the Debtor’s estate under section 551 or any other
provision of the Bankruptcy Code, or (y) junior or otherwise subordinate to the Prepetition Senior
Liens. The Postpetition Liens shall be deemed legal, valid, binding, enforceable, and perfected
liens, not subject to subordination, impairment or avoidance, for all purposes in the Chapter 11
Case and any Successor Case. Other than the Carve-Out and Prior Liens, no other liens or security
interests, whether for adequate protection or otherwise, shall be senior or equal to or pari passu
with the Postpetition Liens in the Chapter 11 Case or any Successor Case without the express
written consent of the Postpetition Agent and Syndication Agent given in accordance with the
terms of the Postpetition Credit Agreement. Notwithstanding anything herein to the contrary, all
parties retain and reserve all their rights to dispute the validity, priority, enforceability and

perfection of the Prior Liens.

11. Super-Priority Claim. In addition to the Postpetition Liens, the Postpetition
Agent, the other Agents thereunder, and Postpetition Lenders are hereby granted, for all
Postpetition Obligations, an allowed super-priority administrative expense claim pursuant to
Section 364(c)(1) of the Bankruptcy Code (the “Super-Priority Claim”) against the Debtor and its
estate. Except for the Carve-Out, the Super-Priority Claim shall have priority over all other costs
and expenses of administration of any kind (and no cost or expense of administration shall be
senior to, equal to, or pari passu with, the Super-Priority Claim), including those specified in, or
ordered pursuant to, sections 105, 326, 328, 330, 331, 363, 364, 503, 506, 507, 546, 726, 1113 or
1114 or any other provision of the Bankruptcy Code or otherwise (whether incurred in the Chapter
11 Case or any Successor Case, whether for adequate protection, the lack of, or failure to provide,
adequate protection, or otherwise, including, without limitation, the Adequate Protection Claims
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(as defined below)). The Super-Priority Claim shall at all times be senior to the following
(collectively, the “Subordinate Claims and Related Rights”): the claims and rights of (i) the
Debtor or any domestic or foreign subsidiary or affiliate of the Debtor, (ii) any successor trustee or
estate representative in the Chapter 11 Case or any Successor Case, or (iii) except for the Carve-
Out, any other creditor or party in interest in the Chapter 11 Case or any Successor Case. The
Super-Priority Claim and the Adequate Protection Claims (as defined below) shall be payable
from, and have recourse to, all property and assets of the Debtor, including, without limitation, the
Avoidance Action Proceeds; provided that the Avoidance Action Proceeds shall be substantially
the last collateral used to repay the Super-Priority Claim and the Adequate Protection Claims (as
applicable).

12.  No Reduction or Impairment. No obligation or liability owed, or payment,
transfer or grant of security, to the Postpetition Agent, the other Agents thereunder, or any
Postpetition Lender under this Order or any other Postpetition Loan Document shall be stayed,
restrained, voidable, impaired, or recoverable under the Bankruptcy Code or under any applicable
law (including, without limitation, under section 502(d) or 548 of the Bankruptcy Code or under
any applicable state Uniform Fraudulent Transfer Act, Uniform Fraudulent Conveyance Act or
similar statute or common law), or be subject to any defense, reduction, setoff, recoupment or
counterclaim, whether in the Chapter 11 Case or any Successor Case. Any Postpetition
Obligations, once paid by the Debtor or any other Loan Party, shall be non-refundable. The
Postpetition Agent, the Prepetition Debt Agents, the Postpetition Lenders and the Prepetition Debt
Lenders shall not be subject to the equitable doctrine of “marshaling”, “election of remedies” or
any other similar doctrine, or an “equities of the case” claim under section 552(b) of the
Bankruptcy Code, in each case with respect to any of its respective interests in the Postpetition
Collateral and Prepetition Debt Collateral (as applicable).

13. Carve-Out.
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a. Generally. Notwithstanding anything to the contrary contained in
this Order, upon the occurrence of the Carve-Out Trigger Date (as defined below), the liens and
claims granted to any of the Postpetition Agent, Postpetition Lenders, Prepetition Debt Agents, and
Prepetition Debt Lenders in this Order, the Postpetition Loan Documents and/or the Prepetition
Debt Loan Documents shall be subject to the payment, without duplication, of the following fees
and claims (collectively, the “Carve-Out”) to the extent that there are not sufficient,
unencumbered funds in the Debtor’s estate or in the possession of any other Loan Party to pay

such amounts at the time payment is required to be made:

(1) with respect to claims incurred prior to the
Carve-Out Trigger Date, the claims of (x) professionals of the Debtor whose retention is approved
by this Court during the Chapter 11 Case pursuant to Sections 327, 328 and 363 of the Bankruptcy
Code (the “Debtor’s Professionals™) for unpaid fees and expenses which were incurred on and
after the Petition Date and prior to the Carve-Out Trigger Date; and (y) professionals of any
statutory committees appointed in the Chapter 11 Case whose retention is approved by this Court
during the Chapter 11 Case pursuant to Section 1103 of the Bankruptcy Code (the “Committee’s
Professionals” and together with the Debtor’s Professionals, the “Retained Professionals”) for
unpaid fees and expenses which were incurred on and after the Petition Date and prior to the
Carve-Out Trigger Date; provided that, in each case, such fees and expenses of the Retained
Professionals are ultimately allowed on a final basis by this Court under sections 330 and 331 of
the Bankruptcy Code, comply with the Approved Budget and are not excluded from the Carve-Out
under paragraph 30 of this Order (such fees and expenses, the “Pre-Carve-Out Trigger Date
Expenses” and the permitted amount thereof, the “Pre-Carve-Out Trigger Date Amount”);

(i1) with respect to claims incurred on or after the
Carve-Out Trigger Date, the claims of Retained Professionals for unpaid fees and expenses which
were incurred on and after the Carve-Out Trigger Date; provided that, in each case, such fees and
expenses of the Retained Professionals are ultimately allowed on a final basis by this Court under
sections 330 and 331 of the Bankruptcy Code, are not excluded from the Carve-Out under
paragraph 30 of this Order and do not exceed $2,800,000 in the aggregate for all of the Retained
Professionals (such fees and expenses, the “Post-Carve-Out Trigger Date Expenses” and the
permitted amount thereof, the “Post-Carve-Out Trigger Date Amount” and, together with the
Pre-Carve-Out Trigger Date Amount, the “Carve-Out Amount”); and

(iii) unpaid fees payable to the United States
Trustee and Clerk of the Bankruptcy Court pursuant to Section 1930 of Title 28 of the United
States Code.
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b. Carve-Out Trigger Date. As used herein, the term “Carve-Out
Trigger Date” means the date on which the Postpetition Agent provides written notice to the
Debtor that the Carve-Out is invoked, which notice shall be delivered only on or after the
occurrence and continuation of an Event of Default under the Postpetition Credit Agreement.

c. Carve-Out Trigger Date Amounts. Subject to the terms and

conditions of this Order and the Postpetition Loan Documents, the Debtor shall be permitted,
during the time period prior to the Carve-Out Trigger Date, to pay compensation and
reimbursement of reasonable fees and expenses of the Retained Professionals allowed and payable
under sections 328, 330 and 331 of the Bankruptcy Code and that are consistent with the Approved
Budget, as the same may be due and payable, that constitute Pre-Carve-Out Trigger Date Expenses
and such payments shall not reduce or be deemed to reduce the Post-Carve-Out Trigger Date
Amount. On and after the Carve-Out Trigger Date, the dollar amounts available to be paid under
the Carve-Out Amount shall be reduced, dollar-for-dollar, by the aggregate amount of payments
made to the Retained Professionals on account of their Pre-Carve-Out Trigger Date Expenses or
Post-Carve-Out Trigger Date Expenses (whether from Cash Collateral, any proceeds of the
Postpetition Facility, or otherwise).

d. Reservation of Rights. Payment of any fees and expenses of the
Retained Professionals pursuant to the Carve-Out shall not, and shall not be deemed to, (i) reduce
the Debtor’s obligations owed to any of the Postpetition Agent, Postpetition Lenders, Prepetition
Debt Agents, and/or Prepetition Debt Lenders or (ii) subordinate, modify, alter or otherwise affect
any of the claims, liens, and security interests of such parties. The Postpetition Agent, Postpetition
Lenders, Prepetition Debt Agents, and Prepetition Debt Lenders shall not be responsible for the
direct payment or reimbursement of any fees or disbursements of any Retained Professionals (or of
any other Person) incurred in connection with the Chapter 11 Case or any Successor Case, and
nothing in this Order or otherwise shall be construed to obligate such parties in any way to pay
compensation to or to reimburse expenses of any Retained Professional or any other Person, or to
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ensure that the Debtor has sufficient funds to pay such compensation or reimbursement. Nothing
herein shall impair, or be construed to impair, the ability of any party to object to any of the fees,
expenses, reimbursement or compensation of the Retained Professionals. For the avoidance of
doubt, the Carve-Out described herein is an aggregate carve-out for the Debtor and all respective
Loan Parties. Notwithstanding anything in this Order to the contrary, upon the occurrence of the
Final Revolving Allowance Date (as defined in paragraph 31(a) below), the Prepetition Revolving
Agent and the Prepetition Revolving Lenders shall have no further liabilities or obligations with
respect to or regarding the Carve-Out.
14. [Intentionally Omitted.]

15. Chapter 11 Milestones. The Debtor shall comply in all respects with the

milestone covenants and deadlines set forth in Section 5.19 of the Postpetition Credit Agreement,
for which time is of the essence. Subject to the terms and conditions of the Prepetition
Intercreditor Agreement and applicable law, the respective rights of the Postpetition Agent,
Postpetition Lenders, Prepetition Debt Agents, and Prepetition Debt Lenders to credit bid all or any
portion of the Postpetition Obligations and Prepetition Debt Obligations (as applicable) under
section 363(k) of the Bankruptcy Code and other applicable law in connection with any proposed
sale of Prepetition Debt Collateral or Postpetition Collateral (other than the sale of Inventory in the
ordinary course of the Debtor’s business), or to object to such proposed sale or other Asset Sale,
are preserved.

16.  Landlord Agreements. Upon entry of the Final Order, all landlord
agreements to which any of the Prepetition Debt Agents is a party shall be deemed amended to
include the Postpetition Agent as a beneficiary thereunder, and such agreements shall thereafter be
additionally enforceable by the Postpetition Agent against, and binding upon, each landlord party
thereto in accordance with, and subject to, its respective terms and conditions until the Postpetition
Obligations shall have been paid in full in cash and the Postpetition Credit Agreement shall have
been terminated.
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17.  Adequate Protection Senior Obligations. Until the indefeasible repayment
in full in cash of the Prepetition Senior Obligations, as adequate protection for the Prepetition
Senior Agent’s interest in the Prepetition Senior Collateral, the Prepetition Senior Agent and
Prepetition Senior Lenders are hereby granted the following:

a. Replacement Liens. Pursuant to sections 361(2), 362, 363(c)(2),
and 363(e) of the Bankruptcy Code, the Prepetition Senior Agent, for its benefit and the benefit of
the Prepetition Senior Lenders, is hereby granted by the Debtor continuing valid, binding,
enforceable and perfected, liens and security interests in and on all of the Postpetition Collateral
(the “Adequate Protection Senior Liens”). The Adequate Protection Senior Liens shall (a) be
subordinate only to: (1) the Carve-Out, (2) the Postpetition Liens, (3) the Prior Liens and (4) solely
with respect to that portion of the Postpetition Collateral that is Prepetition Revolving Collateral
(and property that is acquired, obtained or received by the Debtor on or after the Petition Date that
is of the same kind, category, type or nature as the Prepetition Revolving Collateral), the
Prepetition Revolving Liens and Adequate Protection Revolving Liens; and (b) be senior and
superior to the Subordinate Liens and Related Rights. The Adequate Protection Senior Liens shall
be deemed legal, valid, binding, enforceable, and perfected liens, not subject to subordination,
impairment or avoidance, for all purposes in the Chapter 11 Case and any Successor Case. Except
as described in clause (a) above, no other liens or security interests, whether for adequate
protection or otherwise, shall be senior or equal to or pari passu with the Adequate Protection
Senior Liens in the Chapter 11 Case or any Successor Case.

b. Adequate Protection Senior Claim. Pursuant to section 507(b) of

the Bankruptcy Code, the Prepetition Senior Agent, for its benefit and the benefit of the Prepetition
Senior Lenders, shall have an allowed super-priority administrative expense claim (the “Adequate
Protection Senior Claim”) against the Debtor and its estate. The Adequate Protection Senior
Claim shall: (a) be subordinate only to: (1) the Carve-Out, and (2) the Super-Priority Claim; (b) be
senior and superior to the Subordinate Claims and Related Rights; and (c) be equal in priority to
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and pari passu with the Adequate Protection Revolving Claim (as defined below). Except as
described in clauses (a) and (c) above, no cost or expense of administration under any provision of
the Bankruptcy Code (whether incurred in the Chapter 11 Case or any Successor Case, whether for
adequate protection, the lack of, or failure to provide, adequate protection, or otherwise), shall be
senior to, equal to, or pari passu with, the Adequate Protection Senior Claim.

c. Current Payment. As further adequate protection, and without
limiting any rights of the Prepetition Senior Agent and the Prepetition Senior Lenders under
section 506(b) of the Bankruptcy Code, which are hereby preserved, and in consideration, and as a
requirement, for obtaining the consent of the Prepetition Senior Agent and Prepetition Senior
Lenders to the entry of this Order and the Debtor’s consensual use of Cash Collateral as provided
herein, the Debtor shall, on the Closing Date and on a monthly basis thereafter, pay or reimburse
the Prepetition Senior Agent for any and all of its accrued and outstanding fees, costs, expenses
and charges payable under the Prepetition Senior Loan Documents, including without limitation,
the reasonable attorneys’ and other professional fees, costs and expenses of the Prepetition Senior
Agent, whether accrued prepetition or postpetition, all without further notice, motion or application
to, order of, or hearing before, this Court.

d. Adequate Protection Senior Obligations. The Adequate Protection
Senior Liens and Adequate Protection Senior Claim shall secure the payment of the Prepetition
Senior Obligations in an amount equal to any diminution in the value of the Prepetition Senior
Agent’s interests in the Prepetition Senior Collateral from and after the Petition Date (the amount

of such diminution, the “Adequate Protection Senior Obligations”) including, without limitation,

any such diminution resulting from the following: (i) the use by the Debtor of the Prepetition
Senior Collateral, including, without limitation, the Cash Collateral, (ii) the imposition of the
Postpetition Liens, which will prime the Primed Liens, (iii) the imposition of the automatic stay

pursuant to section 362(a) of the Bankruptcy Code or (iv) the physical deterioration, consumption,
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use, sale, lease, disposition, shrinkage, or decline in market value of the Prepetition Senior
Collateral or otherwise.

18.  Adequate Protection Junior Obligations. Until the indefeasible repayment

in full in cash of the Prepetition Junior Obligations, as adequate protection for the Prepetition
Junior Agent’s interest in the Prepetition Senior Collateral, the Prepetition Junior Agent and
Prepetition Junior Lenders are hereby granted the following:

a. Replacement Liens. Pursuant to sections 361(2), 362, 363(c)(2),

and 363(e) of the Bankruptcy Code, the Prepetition Junior Agent, for its benefit and the benefit of
the Prepetition Junior Lenders, is hereby granted by each Debtor continuing valid, binding,
enforceable and perfected, liens and security interests in and on all of the Postpetition Collateral
(the “Adequate Protection Junior Liens” and, together with the Adequate Protection Senior

Liens, the “Adequate Protection Term Loan Liens”). The Adequate Protection Junior Liens

shall be entitled to the same rights, priorities, benefits and protections granted to or conferred upon
the Adequate Protection Senior Liens under this Order, except that such Adequate Protection
Junior Liens shall be junior and subordinate in right of payment to the Prepetition Senior Liens and
the Adequate Protection Senior Liens.

b. Adequate Protection Junior Claim. Pursuant to section 507(b) of the
Bankruptcy Code, the Prepetition Junior Agent, for its benefit and the benefit of the Prepetition
Junior Lenders, shall have an allowed super-priority administrative expense claim (the “Adequate
Protection Junior Claim” and, together with the Adequate Protection Senior Claim, the
“Adequate Protection Term Loan Claims”) against the Debtor and its estate. The Adequate
Protection Junior Claim shall be entitled to the same rights, priorities, benefits and protections
granted to or conferred upon the Adequate Protection Senior Claim under this Order, except that

such Adequate Protection Junior Claim shall be junior and subordinate to the Adequate Protection

Senior Claim.
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c. Adequate Protection Junior Obligations. The Adequate Protection
Junior Liens and Adequate Protection Junior Claim shall secure the payment of the Prepetition
Junior Obligations in an amount equal to any diminution in the value of the Prepetition Junior
Agent’s interests in the Prepetition Senior Collateral from and after the Petition Date (the amount

of such diminution, the “Adequate Protection Junior Obligations” and, together with the

Adequate Protection Senior Obligations, the “Adequate Protection Term Loan Obligations™)
including, without limitation, any such diminution resulting from the following: (i) the use by the
Debtors of the Prepetition Senior Collateral, including, without limitation, the Cash Collateral, (ii)
the imposition of the Postpetition Liens, which will prime the Primed Liens, (iii) the imposition of
the automatic stay pursuant to section 362(a) of the Bankruptcy Code or (iv) the physical
deterioration, consumption, use, sale, lease, disposition, shrinkage, or decline in market value of
the Prepetition Senior Collateral or otherwise.

19. Adequate Protection Revolving Obligations.  Until the indefeasible
repayment in full in cash of the Prepetition Revolving Obligations, as adequate protection for the
Prepetition Revolving Agent’s interest in the Prepetition Revolving Collateral, the Prepetition
Revolving Agent and Prepetition Revolving Lenders are hereby granted the following:

a. Replacement Liens. Pursuant to sections 361(2), 362, 363(c)(2),
and 363(e) of the Bankruptcy Code, the Prepetition Revolving Agent, for its benefit and the benefit
of the Prepetition Revolving Lenders, is hereby granted by the Debtor continuing valid, binding,
enforceable and perfected, liens and security interests in and on all of the Postpetition Collateral

(the “Adequate Protection Revolving Liens” and together with the Adequate Protection Term

Loan Liens, the “Adequate Protection Liens”). The Adequate Protection Revolving Liens shall
(a) be subordinate only to: (1) the Carve-Out, (2) solely with respect to that portion of the
Postpetition Collateral that is Prepetition Senior Collateral, the Postpetition Liens, the Prepetition
Term Loan Liens and the Adequate Protection Term Loan Liens, and (3) the Prior Liens; and (b)
be senior and superior to the other Subordinate Liens and Related Rights. The Adequate
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Protection Revolving Liens shall be deemed legal, valid, binding, enforceable, and perfected liens,
not subject to subordination, impairment or avoidance, for all purposes in the Chapter 11 Case and
any Successor Case. Except as described in clause (a) above, no other liens or security interests,
whether for adequate protection or otherwise, shall be senior or equal to or pari passu with the
Adequate Protection Revolving Liens in the Chapter 11 Case or any Successor Case.

b. Adequate Protection Revolving Claim. Pursuant to section 507(b)
of the Bankruptcy Code, the Prepetition Revolving Agent, for its benefit and the benefit of the
Prepetition Revolving Lenders, shall have an allowed super-priority administrative expense claim
(the “Adequate Protection Revolving Claim” and together with the Adequate Protection Term
Loan Claims, the “Adequate Protection Claims”) against the Debtor and its estate. The Adequate
Protection Revolving Claim shall be entitled to the same rights, priorities, benefits and protections
granted to or conferred upon the Adequate Protection Senior Claim under this Order and shall be
equal in priority to and pari passu with the Adequate Protection Senior Claim.

c. Current Payment. As further adequate protection, and without
limiting any rights of the Prepetition Revolving Agent and the Prepetition Revolving Lenders
under section 506(b) of the Bankruptcy Code, which are hereby preserved, and in consideration,
and as a requirement, for obtaining the consent of the Prepetition Revolving Agent and Prepetition
Revolving Lenders to the entry of this Order and the Debtor’s consensual use of Cash Collateral as
provided herein, the Debtor shall, on the Closing Date and on a monthly basis thereafter, pay to the
Prepetition Revolving Agent any accrued interest and post-petition interest monthly on the
Prepetition Revolving Obligations at the applicable non-default rate as provided in the Prepetition
Revolving Credit Agreement, plus prompt payment on a current basis of all other accrued and
outstanding fees, costs and expenses payable under the Prepetition Senior Revolving Loan
Documents, including without limitation, the reasonable attorneys’ and other professional fees,

costs and expenses of the Prepetition Revolving Agent, whether accrued prepetition or
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postpetition, all without further notice, motion or application to, order of, or hearing before, this
Court.
d. Adequate Protection Revolving Obligations.  The Adequate
Protection Revolving Liens and Adequate Protection Revolving Claim shall secure the payment of
the Prepetition Revolving Obligations in an amount equal to any diminution in the value of the
Prepetition Revolving Agent’s interests in the Prepetition Revolving Collateral from and after the
Petition Date (the amount of such diminution, the “Adequate Protection Revolving Obligations”
and together with the Adequate Protection Term Loan Obligations, the “Adequate Protection
Obligations”) including, without limitation, any such diminution resulting from the following: (i)
the use by the Debtors of the Prepetition Revolving Collateral, including, without limitation, the
Cash Collateral, (ii) the imposition of the automatic stay pursuant to section 362(a) of the
Bankruptcy Code or (iii) the physical deterioration, consumption, use, sale, lease, disposition,
shrinkage, or decline in market value of the Prepetition Revolving Collateral or otherwise.
20. Subordination of Prepetition Obligations. Notwithstanding anything in this
Order to the contrary, any and all claims and liens of the Postpetition Agent, the other Agents
thereunder, and Postpetition Lenders arising with respect to or in connection with this Order or
Postpetition Loan Documents (the “Superior Obligations™), including, without limitation, the
Postpetition Obligations, Postpetition Liens, and Super-Priority Claims, must and shall be
indefeasibly paid and satisfied in full in cash and all lending commitments under the Postpetition
Loan Documents must be terminated before any payment or distribution, whether pursuant to a
plan of reorganization, sctoff or otherwise, may or can be made to or retained by any of the
Prepetition Term Loan Agents or Prepetition Term Loan Lenders (in their respective capacities as
such) arising with respect to or in connection with this Order (except with respect to any payments

described in paragraph 17(c) of this Order) and/or the Prepetition Term Loan Documents

(collectively, the “Subordinate Obligations”).
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21. Waiver of Section 506(c) Claims. Upon entry of the Final Order, no costs

or expenses of administration or other charge, lien, assessment or claim incurred on or after the
Petition Date of any Person or entity shall be imposed against the Postpetition Agent, Postpetition
Lenders, Prepetition Debt Agents, or Prepetition Debt Lenders, or their respective claims or
collateral under section 506(c) of the Bankruptcy Code or otherwise, and the Debtor hereby
irrevocably waives any and all such rights, remedies and benefits under section 506(c) of the
Bankruptcy Code.

22. Other Waivers. Except for the Carve-Out and Prior Liens or as otherwise
permitted by the Prepetition Intercreditor Agreement, no claim or lien having a priority superior to
or pari passu with those granted pursuant to this Order to the Postpetition Agent, the Postpetition
Lenders, the Prepetition Senior Agent, and the Prepetition Senior Lenders, respectively, shall be
granted or allowed while any portion of the Postpetition Facility (or any refinancing thereof), the
Commitments (as defined in the Postpetition Credit Agreement) thereunder, the Postpetition
Obligations and/or the Adequate Protection Senior Obligations remain outstanding. Except as
expressly permitted by the Postpetition Credit Agreement, but subject to the terms and conditions
of the Prepetition Intercreditor Agreement, the Debtor shall not grant mortgages, security interests,
or liens in the Postpetition Collateral to any parties other than the Postpetition Agent, the other
Agents thereunder and Postpetition Lenders (in their capacities as such) pursuant to section 364(d)
of the Bankruptcy Code or otherwise.

23.  Automatic Perfection.

a. The Postpetition Liens and the Adequate Protection Liens shall not
be subject to challenge and shall attach and become valid, perfected, enforceable, non-avoidable
and effective by operation of law as of the Petition Date without any further notice, act or action of
or by any Person or entity, and without the necessity of execution by the Debtor, or the filing or
recordation, of any financing statements, security agreements, vehicle lien applications, mortgages,
filings with the U.S. Patent and Trademark Office, or other documents. If the Postpetition Agent
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or Prepetition Debt Agents hereafter requests that the Debtor execute and deliver to it any
financing statements, security agreements, collateral assignments, mortgages, or other instruments
and documents considered by such party to be reasonably necessary or desirable to further
evidence the perfection of the liens and security interests provided under this Order, then the
Debtor shall promptly execute and deliver such financing statements, security agreements,
mortgages, collateral assignments, instruments, and documents, and the Postpetition Agent and
Prepetition Debt Agents (as applicable) are hereby authorized to file or record such documents in
their respective discretion, in which event all such documents shall be deemed to have been filed or
recorded at the time and on the date of entry of this Order, but with the priorities as set forth
herein. The Postpetition Agent and Prepetition Debt Agents may, but shall not be required to, file
a certified copy of this Order in any filing or recording office in any state, county or other
jurisdiction in which the Debtor has real or personal property and such filing or recording shall be
accepted and shall constitute sufficient evidence of perfection of such applicable parties’ interests
in the Postpetition Collateral at the time and on the date of entry of this Order, but with the
priorities as set forth herein.

b. Notwithstanding anything in this Order to the contrary, (i) the
Prepetition Senior Agent and Prepetition Senior Lenders shall not request or file such financing
statements, mortgages, notices of lien or similar instruments, or otherwise confirm the perfection
of such security interests and liens granted in this Order, unless the Postpetition Agent shall
theretofore have done so or consented thereto and (ii) the Prepetition Junior Agent and Prepetition
Junior Lenders shall not request or file such financing statements, mortgages, notices of lien or
similar instruments, or otherwise confirm the perfection of such security interests and liens granted
in this Order, unless the Prepetition Senior Agent shall theretofore have done so or consented
thereto.

c. To the extent that any applicable non-bankruptcy law would
otherwise restrict the grant, scope, enforceability, attachment or perfection of the security interests
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and liens authorized or created under or in connection with this Order or the Postpetition Loan
Documents, or otherwise would impose filing or registration requirements or fees and charges with
respect thereto, such law is hereby pre-empted to the maximum extent permitted by the United
States Constitution, the Bankruptcy Code, applicable federal law, and the judicial power of the
United States Bankruptcy Court.

24. Default Under Other Documents. Except as otherwise expressly provided
herein, notwithstanding anything to the contrary contained in any prepetition or postpetition
agreement, contract, document, note or instrument to which the Debtor is a party or under which
the Debtor is obligated or bound, any provision that restricts, conditions, prohibits, limits or
impairs in any way the Debtor from granting the Postpetition Agent, the Prepetition Debt Agents,
the Postpetition Lenders, and the Prepetition Debt Lenders, the postpetition security interests or
liens upon any of its assets, properties or other Postpetition Collateral or otherwise entering into
and complying with all of the terms, conditions and provisions of this Order and Postpetition Loan
Documents shall be unenforceable against the Debtor, and therefore, shall not adversely affect the
validity, priority, perfection or enforceability of the liens, security interests, claims, rights,
priorities and/or protections granted to such parties pursuant to this Order and/or the Postpetition
Loan Documents (as applicable).

25. Successors and Assigns. The provisions of this Order and the Postpetition
Loan Documents shall, as applicable, be binding upon and inure to the benefit of the Postpetition
Agent, the Prepetition Debt Agents, the Postpetition Lenders, the Prepetition Debt Lenders and the
Debtor and its estate, and their respective successors and assigns, including, without limitation, any
trustee or other fiduciary hereafter appointed as a legal representative of any of the Debtor or its
estate, whether in the Chapter 11 Case or any Successor Case.

26. Survival. The provisions of this Order and any actions taken pursuant
thereto: (a) shall survive the entry of any order: (i) converting the Chapter 11 Case to a case under
chapter 7 of the Bankruptcy Code; or (ii) dismissing or closing the Chapter 11 Case; and (b) shall
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continue in full force and effect notwithstanding the entry of any such order. Pursuant to section
1141(d)(4) of the Bankruptcy Code, the Debtor hereby waives any discharge as to the Postpetition
Obligations and such Postpetition Obligations shall be paid in full in cash on the effective date of
any plan of reorganization confirmed in the Chapter 11 Case (if not already paid).

27. Section 364(e); Effect of Modification or Appeal. Based on the findings set

forth in this Order, in consideration for the financing provided under Postpetition Facility, the
Postpetition Agent, the other Agents thereunder, and the Postpetition Lenders are entitled to, and
hereby are granted, the full rights, benefits, privileges and protections of, and provided by, section
364(e) of the Bankruptcy Code with respect to the Postpetition Obligations (and related liens,
claims, rights, remedies and benefits) created or authorized by this Order in the event that this
Order or any authorization or approval contained herein is subsequently stayed, vacated, reversed,
amended or modified on appeal. Any subsequent stay, modification, reversal, amendment or
vacation of this Order shall not alter, modify or affect the validity, priority, perfection or
enforceability of any claim, lien, or security interest of the Postpetition Agent, the Prepetition Debt
Agents, the Postpetition Lenders, or the Prepetition Debt Lenders authorized, created or granted
pursuant to this Order and outstanding immediately prior to the actual receipt of written notice by
the Postpetition Agent and Prepetition Debt Agents of the effective date of such stay, modification,
reversal, amendment or vacation. Notwithstanding any such stay, modification, reversal,
amendment or vacation, all obligations and other financial accommodations made pursuant to this
Order, all Postpetition Obligations incurred and uses of Cash Collateral pursuant hereto prior to the
actual receipt of written notice by the Postpetition Agent and the Prepetition Debt Agents of the
effective date of such stay, modification, reversal, amendment or vacation, shall be governed in all
respects by the original provisions of this Order and such agents (and the respective related
lenders) shall be entitled to all of the rights, privileges, remedies, protections and benefits

contained or granted in section 364(e) of the Bankruptcy Code, the Postpetition Loan Documents
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and this Order (as applicable), including, without limitation, the Postpetition Liens, Super-Priority
Claims, Adequate Protection Liens, and Adequate Protection Claims.

28. Modification of Automatic Stay; Other Remedies.

a. Subject to sub-paragraph (c) below, the automatic stay pursuant to
section 362 of the Bankruptcy Code is hereby lifted and vacated as to the Postpetition Agent and
Postpetition Lenders to the extent necessary to permit them to perform in accordance with, provide
any notice under, and exercise, enjoy and enforce their respective rights, benefits, privileges and
remedies pursuant to this Order and the other Postpetition Loan Documents, in each case without
further notice, motion or application to, order of, or hearing before, this Court. Subject to sub-
paragraph (c) below, regardless of any change in circumstances (whether or not foreseeable),
neither section 105 of the Bankruptcy Code nor any other provision of the Bankruptcy Code or
applicable law shall be utilized to prohibit the Postpetition Agent’s or Postpetition Lenders’
exercise, enjoyment and enforcement of any of such rights, benefits, privileges and remedies as
and to the extent provided in this Order.

b. Subject to sub-paragraph (c) below, the Postpetition Agent and
Postpetition Lenders are hereby authorized and granted leave from the automatic stay under section
362 of the Bankruptcy Code to do the following on and after the occurrence and continuation of an
Event of Default under the Postpetition Credit Agreement (or otherwise on and after the Maturity
Date), in each case without further notice, motion or application to, order of, or hearing before, this
Court (except as expressly provided below):

@) terminate any obligation of Postpetition

Agent or Postpetition Lenders to make loans or other extensions of
credit under the Postpetition Loan Documents or this Order;

(ii) declare  all  Postpetition  Obligations
immediately due and payable in full in cash;

(ii1) revoke the Debtor’s right, if any, under this
Order and/or the other Postpetition Loan Documents to use Cash

-33-

NY\1621205.2



Collateral (after providing one (1) business day’s prior written
notice to the Debtor, the Creditors’ Committee, the U.S. Trustee and
the Prepetition Debt Agents); and

@iv) receive and apply proceeds of Postpetition
Collateral to the Postpetition Obligations in accordance with the
terms and conditions of this Order and the Postpetition Loan
Documents.

c. Upon the occurrence and during the continuation of an Event of
Default, or upon the occurrence of the Maturity Date, and after providing five (5) business days’
prior written notice to the Debtor, the Creditors’ Committee, the U.S. Trustee and the Prepetition
Debt Agents, the Postpetition Agent (acting at the direction of the Majority Lenders under the
Postpetition Loan Agreement) shall, unless prohibited by this Court at a hearing held during such
five (5) business day period, be entitled to foreclose or otherwise enforce its respective liens on
any or all of the Postpetition Collateral and/or to exercise any other default-related rights and
remedies under the Postpetition Loan Documents, this Order and applicable law to the extent not
already permitted pursuant to the terms of this Order, all without further notice, motion or
application to, hearing before, or order from this Court as the automatic stay pursuant to section
362 of the Bankruptcy Code is hereby lifted and vacated as to the Postpetition Agent. The Debtor
acknowledges and agrees, and this Court hereby orders, that the only issue to be determined and
decided at any Court hearing regarding such matters is whether an Event of Default has occurred
and is continuing under the Postpetition Credit Agreement or whether the Maturity Date has
occurred and notice of such hearing need only be given to the Debtor, any statutory committee of

unsecured creditors and the U.S. Trustee.

29. No Waiver of Rights.
a. Generally. Without limiting the terms and conditions of paragraphs

9 through 12 and 20 of this Order, none of the Postpetition Agent, Postpetition Lenders,

Prepetition Debt Agents, or Prepetition Debt Lenders waives, and each expressly reserves, any and
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all claims, liens, causes of action, defenses, rights and remedies it has or may have pursuant to any
or all of their respective loan documents, the Prepetition Intercreditor Agreement, any other inter-
creditor or subordination agreement, the Bankruptcy Code and/or under applicable law against or
with respect to the Debtor, the Loan Parties and any other Person or entity.

b. Relative Priorities; Prepetition Intercreditor Agreement.  In
determining the relative priorities, rights and remedies of the Prepetition Term Loan Agents and
Prepetition Term Loan Lenders (including, without limitation, the relative priorities and rights of
such parties with respect to the replacement liens and administrative expense claims granted, or
amounts payable, by the Debtor under this Order and the modification of the automatic stay), such
priorities, rights and remedies shall, pursuant to section 510 of the Bankruptcy Code, continue to
be governed by the Prepetition Intercreditor Agreement. Without limiting the terms and conditions
of paragraphs 9 through 12 and 20 of this Order, nothing in this Order or the Postpetition Loan
Documents shall, or shall be deemed to, alter, amend, modify, impair, diminish or otherwise affect
the terms and conditions of the Prepetition Intercreditor Agreement, which terms and conditions
remain in full force and effect as between or among such parties. Furthermore, pursuant to section
510 of the Bankruptcy Code, any other inter-creditor or subordination agreement between and/or
among the Prepetition Debt Agents, any Prepetition Debt Lender, the Debtor or other Loan Party
and any other non-Debtor party thereto, and any other applicable inter-creditor or subordination
provisions contained in any credit agreement, security agreement, indenture or related document,
remain in full force and effect and are not amended, altered or modified by the terms of this Order
or the Postpetition Loan Documents.

c. Additional Rights Preserved. Without limiting the generality of this
paragraph 29, but subject to the Prepetition Intercreditor Agreement, the Postpetition Agent,
Postpetition Lenders, Prepetition Debt Agents, and Prepetition Debt Lenders may, as applicable,
petition this Court for any such additional protection they may require with respect to their
respective rights, liens and claims, including, without limitation, their rights to request additional
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adequate protection, to terminate or modify exclusivity and to modify or terminate the automatic
stay. Entry of this Order shall not in any way constitute agreement, consent, or acquiescence by
any Person to the terms of any plan of reorganization filed in the Chapter 11 Case.

30. Restriction on Use of Lenders’ Funds. No portion of the Postpetition
Facility, the Postpetition Collateral, the Prepetition Senior Collateral, the Prepetition Revolving
Collateral, the Cash Collateral, or the Carve-Out, and no disbursements set forth in the Approved
Budget, shall be used for the payment of professional fees, disbursements, costs or expenses
incurred in connection with asserting any claims, actions or causes of action against any of the
Postpetition Agent, Postpetition Lenders, Prepetition Debt Agents, or Prepetition Debt Lenders,
including, without limitation, any action or the filing or prosecution of any pleading (i)
challenging, contesting or raising any defenses or objections to the Postpetition Obligations or the
Prepetition Debt Obligations (or liens securing the same), (ii) seeking or requesting, or obtaining
approval for, the non-consensual use of Cash Collateral or proceeds of the Postpetition Facility or
(iii) seeking or requesting, or obtaining approval for, the imposition of any non-consensual lien or
claim senior to, or pari passu with, the Postpetition Liens, Super-Priority Claims, Adequate
Protection Liens, Adequate Protection Claims, and/or Prepetition Debt Liens; provided, that no
more than $50,000 in the aggregate of the proceeds of the Postpetition Facility or the Postpetition
Collateral (including the Cash Collateral) may be used by the Creditors’ Committee to investigate
the Prepetition Debt Obligations and the Prepetition Debt Liens.

31.  Release of Claims.

a. The stipulations and admissions contained in Paragraph D of this
Order, and repayment of the Prepetition Revolving Obligations, shall be binding on all parties in
interest, including, without limitation, the Creditors’ Committee (and any subsequent trustee of the
Debtor’s estate), unless, and solely to the extent that, (i) a party in interest with standing and

requisite authority has timely filed a complaint and commenced an adversary proceeding (subject
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to the limitations set forth in paragraph 30 of this Order) challenging the amount, validity, or
enforceability of the Prepetition Debt Obligations, or the perfection or priority of the Prepetition
Debt Liens (as applicable), in each case no later than the earlier of (x) sixty (60) days after the date
of appointment of the Creditors’ Committee or (y) seventy-five (75) days after the Petition Date
(such earlier date, the “Complaint Filing Deadline”), and (ii) this Court rules in favor of the

plaintiff in any such timely and properly commenced adversary proceeding.

b. If no such adversary proceeding is timely and properly commenced
by the Complaint Filing Deadline, or to the extent such adversary proceeding does not result in a
final and non-appealable order of this Court that is inconsistent with the acknowledgments of the
Debtor contained in paragraph D of this Order, then, without the requirement or need to file any
proof of claim with respect thereto and without further notice, motion or application to, order of, or
hearing before, this Court, but in all cases subject to the Prepetition Intercreditor Agreement and
paragraph 29 of this Order, the acknowledgments of the Debtor contained in paragraph D of this
Order, and repayment of the Prepetition Revolving Obligations, shall be binding, conclusive and
final on the Creditors’ Committee (and any subsequent trustee of the Debtor’s estate) and any other
Person, entity or party-in-interest in the Chapter 11 Case and any Successor Case and (i) the
claims, liens and security interests of the Prepetition Debt Agents and the Prepetition Debt Lenders
shall be deemed to be finally allowed for all purposes in the Chapter 11 Case and any Successor
Case and shall not be subject to challenge by any party in interest as to validity, priority or
otherwise (and the repayment of the Prepetition Revolving Obligations shall not be subject to
disgorgement, reduction or other challenge (such date with respect to the Prepetition Revolving
Obligations, the “Final Revolving Allowance Date”)), and (ii) the Debtor and its estate shall be

deemed to have forever released any and all claims or causes of action against the Prepetition Debt
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Agents and the Prepetition Debt Lenders with respect to the Prepetition Debt Loan Documents or
any related transactions. Notwithstanding anything to the contrary herein, if any such adversary
proceeding is timely commenced, the stipulations contained in paragraph D hereof shall
nonetheless remain binding on all parties in interest and preclusive (as provided in this paragraph
31) except to the extent that such stipulations are expressly challenged in such adversary
proceeding. Nothing in this Order confers or grants (or adversely affects) standing of any Person
or entity (other than the Debtor and its affiliates) to file and prosecute any such claims or causes of

action released in this Order.

32.  No Liability to Third Parties. In making decisions to advance loans to the
Debtor, in administering any loans, in permitting the Debtor to use Cash Collateral, in approving
any budget or in taking any actions permitted by this Order or the Postpetition Loan Documents, as
applicable, the Postpetition Agent, the Postpetition Lenders, the Prepetition Debt Agents, and the
Prepetition Debt Lenders shall not (i) be deemed to be in control of the operations of the Debtor or

EEINT3

to be acting as a “controlling person,” “responsible person” or “owner or operator” with respect to
the operation or management of the Debtor, and/or (ii) owe any fiduciary duty to the Debtor, its
respective creditors or its respective estate, and their relationship with the Debtor shall not
constitute or be deemed to constitute a joint venture or partnership with the Debtor.

33.  No Direction of Application. Notwithstanding anything to the contrary
contained in this Order, and regardless of the manner in which payments on account of any
Postpetition Obligations or Prepetition Debt Obligations or other receipts of Cash Collateral are
characterized as between the Debtor and Loan Parties, on the one hand, and the Postpetition Agent,
the Prepetition Debt Agents, the Postpetition Lenders and the Prepetition Debt Lenders, on the
other hand, the provisions of the Postpetition Loan Documents, the Prepetition Intercreditor

Agreement, and the Prepetition Debt Loan Documents shall continue to govern, as between or

among the Postpetition Agent, the Prepetition Debt Agents, the Postpetition Lenders and the
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Prepetition Debt Lenders, the manner in which any such payments or receipts are applied,
distributed or characterized.

34.  Authorized Signatories. The signature of Jay Epstein or Ed Sherrick, each
an officer of the Debtor (or their designee), appearing on any one or more of the Postpetition Loan
Documents shall be sufficient to bind the Debtor and each other Loan Party. No board of
directors, shareholder or other approval or resolutions shall be necessary or required to
consummate any of the transactions contemplated in this Order.

35. Master Proof of Claim. The Prepetition Debt Agents are authorized (but not
required) to file a master proof of claim against the Debtor (the “Master Proof of Claim”) on
behalf of itself and its respective Prepetition Debt Lenders, on account of their prepetition claims
arising under their respective Prepetition Debt Loan Documents, and such agents and their
respective counsel shall not be required to file a verified statement pursuant to Bankruptcy Rule
2019. If a Prepetition Debt Agent so files a Master Proof of Claim, then such agent (on its behalf
and on behalf of each applicable Prepetition Debt Lender), as the case may be, and each of their
respective successors and assigns, shall be deemed to have filed a proof of claim in the aggregate
amount set forth therein in each of the Chapter 11 Case and any Successor Case, and the claims of
the applicable Prepetition Debt Agent and each applicable Prepetition Debt Lender, as the case
may be, (and their respective successors and assigns) contained in the Master Proof of Claim shall
be allowed or disallowed as if each such entity had filed a separate proof of claim in the Chapter 11
Case in the aggregate amount set forth therein. Subject to the Prepetition Intercreditor Agreement,
each Prepetition Debt Agent shall further be authorized to amend its respective Master Proof of
Claim from time to time to, among other things, reflect a change in the holders of the claims set
forth therein or a reallocation among such holders of the claims asserted therein resulting from any
transfer of such claims. Subject to the Prepetition Intercreditor Agreement, the provisions set forth
in this Paragraph and any Master Proof of Claim filed pursuant to the terms hereof are intended
solely for the purpose of administrative convenience and shall not affect the substantive rights of
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any party in interest or their respective successors in interest, including, without limitation, the
numerosity requirements set forth in section 1126 of the Bankruptcy Code.

36. Final Hearing; Procedure for Objections to and Entry of Final Order. The

Motion is set for a Final Hearing before this Court to be held in at 11:00 a.m. Eastern time on
March 22, 2010, at which time any party in interest may present any timely filed objections to the
entry of the Final Order. The Debtor shall, in accordance with the Bankruptcy Code, Bankruptcy
Rules and Local Bankruptcy Rules of this Court, promptly serve a notice of the Final Hearing and
entry of this Order, together with a copy of this Order, by electronic mail, facsimile, hand delivery
or overnight delivery to the Notice Parties and Creditors’ Committee (once appointed) or its
counsel. Such notice shall state that objections to the entry of the Final Order shall be in writing

and shall be filed with the United States Bankruptcy Court for the Eastern District of Virginia by

no later than 4:00 P.M. (Prevailing Eastern time) on March 15, 2010 (the “Objection Deadline”),
which objections shall be served so that the same are actually received by the Objection Deadline
by: (i) Christopher Marcus, Kirkland & Ellis LLP, 601 Lexington Avenue, New York, NY 10022,
christopher.marcus@kirkland.com and Jonathan L. Hauser Troutman Sanders LLP, P.O. Box
61185, 222 Central Park Drive, Suite 2000 Virginia Beach, Virginia 23462
jonathan. hauser@troutmansanders.com (counsel to the Debtor), (ii) Keith A. Simon, Latham &
Watkins LLP, 885 Third Avenue, New York, New York 10022, keith.simon@lw.com (counsel to
the Postpetition Agent & Prepetition Senior Agent); and (iii) the office of the United States
Trustee. Any objections by creditors or other parties-in-interest to any of the provisions of the
Final Order shall be deemed forever waived and barred unless timely filed and served in

accordance with this paragraph.

Feb 26 2010
Dated: ,2010.
/s/ Douglas O. Tice Jr.
Douglas O. Tice, Chief Judge
United States Bankruptcy Court
-40-
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I ASK FOR THIS

/s/ Jonathan L. Hauser
Jonathan L. Hauser

VSB No. 18688

TROUTMAN SANDERS LLP
222 Central Park Avenue

Suite 2000

Virginia Beach, VA 23462
Telephone:  (757) 687-7768
Facsimile: (757) 687-1505

-and -

KIRKLAND & ELLIS LLP

Richard M. Cieri (pro hac vice pending)
Christopher J. Marcus (pro hac vice pending)
Michael A. Cohen (pro hac vice pending)
601 Lexington Avenue

New York, New York 10022-4611
Telephone:  (212) 446-4800

Facsimile: (212) 446-4900

Proposed Attorneys for the Debtor and
Debtor in Possession

CERTIFICATION OF ENDORSEMENT
UNDER LOCAL BANKRUPTCY RULE 9022-1(C)

Pursuant to Local Bankruptcy Rule 9022-1(C), I hereby certify that the foregoing
proposed order has been endorsed by or served upon all necessary parties.

/s/ Jonathan L. Hauser

4)-
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EXHIBIT A

[Initial Approved Budget]
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White Birch Pgoer CONSOLIDATED- DIP Basls CONFIDENTIAL

Belling Woekty Forecast n $000's

Operating Recaipls

Bear Igland $ 2,847 § 4773 § 1325 § 1526 § 2525 § 2975 $% 2919 $ 1675 § 1478 § 2575 § 4219 $ 1875 § 1475 § 31,681
Stadacona 3,543 8,274 3,849 4737 6365 8,931 4,189 5,260 5,274 5693 9,06t 4912 3210 70,288
F.F. Soucy 3111 2,338 2,995 1133 2,752 2830 7884 2437 3,085 1971 3,712 2,403 1878 38,560
Papiar Masson 3,202 4,305 1,976 1,568 1142 3799 1,919 1,582 1,208 2,280 3051 1,808 2,056 30,025
Aceounts Recelvable Contraction {1,805) {2:653) (1,522) 558 886 {1,260) {1,181) 123 1112 €59 (1,362) 50 586 (5,919)
Total Operating Racaipts 10,797 15,086 8,624 8,538 12670 17.2684 15,730 11,087 12,244 13,187 18,681 10,849 8,206 164,935
Operating Disbursaments.

Fiver {3.,188) (2.979) (2.798) {2,852) (2,986) {2,487) {3,306) (2437) (3.184) {2,437) (3,110) (2,568) (2,704) 36,833)
Chemicale (405) (883) 654) {1.319) [)] (873) {1.183) {1114} [E] €73) (964) (877) (1.078) (11,025)
Elediricity - (1.375) {734) {577) (628} {11,879) (687) (577} (B26) {12,309) {681) (577) {577 (31.314)
Recycls Materlel {1.272) (1.29m (959) (s34) (934) (837) {1.324) (834} (334) (834) (1,324 (934) {934) (13,648)
Other Matariats and Other Ulilibies {2,150} [\ Ears] (1,786} 1.512) (2,238) {1,548) £1,554) (1.674) (1.821) (1.636) (1.767) (1,767) (1849) {22.598);
Property Tazxes - (63%) - {5) - - - - (18) - - - - {658);
Solarled and Hourly Payroil- Gross {1,737) (1,281} (2,008) (1427) (1,686) (1.284) (1.480) (1.533) (1.884) {1.285) {1,500} (1,347) (1,887} (20,308}
Penszion Plan and Group insurance 517) (2.332) (] 2) (528) {2,332) @ {2} 3) (528) (2,333) @ (550} {9,137
Freight {2,102 (1,580 {1/890) {1.253) (2,160) {918) 2510} (1.028) (2.514) (811) {1,755) {1,686) (1269} (21,377}
Maintenance Equipment @27 {354) &7 (425) (383) 474) {39 (299) (343) (383) (284) 291) (305} {4.635))
Major Meintenance 328) {126) o7 (166) (163) {180) {218) (128) (180} {188) {176) (126) {126) (2,264)
Capilal Expanditures - - - 47 - {19 &6} - - - (235) (86} - {450))
Professional Fees {50} 70) (193} {70) {70) ) (74} (138) tral] 95} (74) (124} {70) (1,169)
Laasag @ (12) (85} &7 @ @ @) (13) 32) )] M (66) 32) (427)
Other (220) (&70) (222) (220) (220) {220 (345} {220) {220) {245} (343) (247) (245) (3:437)
Managemant Fae (710) (820) 0 - 710) - @10} - #10) - (710) - (710) (5.07)
Bankrupicy Impacts = {3,715) {18,266) {4,978) (1,101) {2173) (2.265) {3.038) {3,503} (989) 3118 1,854 1,808 268
Total Qparating Dizburszmenls (13,004) (18,648) {29.930) {15,623} (14,541) (25177) (18,255) {13,127) {16,544} (22,666) {12,158) m.m.&a {10,305) {217,622
Net Oparating Cash Flaw {2,207) (4,610) {21,307) {6,084} (1.871) {7.883) (528) {2,040) {4,300} {9,479) £,523 2,203 (1,008) (52,687)|
Non Operailag Cash Flow and Rustruciuring

Restrzcluring Professionsl Fees {287) {1,075) (408) 746) 507) (875) (486) (749) (457 @75) (436} o) (4e2) (8.276)
Restrucluding Bank Faes and Othar Expenses - (7,100) - - - - - - - - - - - {7.100)
Intercompeny Trangfers - - - - - - - - - - - - - -
Interes! Paymenls 128) (307) - - - - 0,015 - - (83) {1,038) - - (2,438)
Total Mon-Operating Cash Flow and {315) 18,482) {406) 745} {507 (576) {1501) (745) {457) (1.028) (1,472) {700} (482} (17.515)
Net O, $ {250} % {13002} § 21713) § [8829) 8 (2378) § __ {(886R) § (2,026) 8 (2785} 3 (4757) § __ (10.506) § 5051 % 1503 3 (1580) $ (70,502}
HEQ. BOOK CASH BALANCE 3 18423 § 19,900 § 19900 § 19,900 $ 9500 3% 18,800 § 12900 § 19800 $ 19,900 § 19,800 % 18308 § 23357 § 24961 § 18423
Net Raceipts (Dishursemants} (2522) (13.002) (21,713 (8.829) (2378} (8.689) (2,026) (2.785) (4,757) (10,808} 5,081 1503 (1.580) {70,502}
[HF Tarm Loan Horrowing - 83,732 217138 6,629 2378 8,868 2,028 2,785 4,757 8912 - - - 122,000
GE ABL Borrowing {Repayment) 4,500 (50,840} - - - - - - - - - - - {46,640)
ENDING BOOK CASH BALANCE 18,800 19,800 18,800 18,800 19,800 12,900 19900 18,900 15,900 18,308 23,357 24,861 23,280 23,280
Unused DIP Commitment - 58,288 36,655 2,726 27.308 18,480 18454 13,669 8912 - - - - -
uiQuIDITY $ 19500 § 78168 3 56455 3§ 49628 $ 47249 § 38360 $ 96364 $ 3569 § R8T § 18306 S 23357 § 24861 § 25280 8 23250
DIF TERM LOAN S8ALANCE .

OIF Loan Balance at Beg. of Wuek ¥ - 8 - % 63,732 § 85,445 § 82274 % 94662 3 108520 § 105546 § 108331 § 113088 § 122000 § 122000 § 122000 § -
OIF Tarm Loan Borrowing - 83,732 23,713 8,829 2,378 8,888 2026 2,786 4757 8812 - - - 122,000
DIF Loan Balance at End of Waek 63,732 § B5445 % 92274 % 94652 § 103520 § 105546 113,088 A
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Appendix C — Statement and Request of the
Dune Group filed in the U.S. Bankruptcy Court



Objection Deadline: March 15, 2010 at 4:00 p.m. (Eastern Time)
Hearing Date and Time: March 22,2010 at 11:00 a.m. (Eastern Time)

DEWEY & LEBOEUF LLP
1101 New York Avenue, NW
Washington, D.C. 20005-4213
Telephone: (202) 346-8000
Facsimile: (202) 346-8102
John K. Warren (VSB #75550)

-and -

1301 Avenue of the Americas

New York, New York 10019

Telephone: (212) 259-8000

Facsimile: (212) 259-6333

Martin J. Bienenstock, pro hac vice admission pending
Timothy Q. Karcher, pro hac vice admission pending
Arielle Kane, pro hac vice admission pending

Counsel to the Majority Second Lien Lenders
to White Birch Paper Company

UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF VIRGINIA
Richmond Division

In re: Chapter 11
BEAR ISLAND PAPER COMPANY, L.L.C. Case No. 10-31202 (DOT)

Debtor.

MAJORITY SECOND LIEN LENDERS’ (A) STATEMENT IN CONNECTION
WITH DEBTOR’S REQUEST FOR DIP FINANCING AND (B) REQUEST
FOR ADDITIONAL ADEQUATE PROTECTION

Dune Capital LP, Dune Capital International Ltd., and WTA Dune Limited

(collectively, the “Majority Second Lien Lenders”), who hold in the aggregate 61.5% of the

claims in connection with the $100,000,000 Second Lien Term Loan Agreement (as defined
below), respectfully submit this (a) statement in connection with the request of Bear Island Paper
Company, LLC (the “Debtor”) for approval of its DIP Loan (as defined below) and (b) request

for additional adequate protection and respectfully represent as follows:
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Preliminary Statement’

This Court’s Interim Order grants the First Lien Lenders adequate protection in
the form of subordinated replacement liens, a super-priority administrative expense senior claim,
and current payment of fees and expenses. The First Lien Lenders get full protection.

In stark contrast with the protections afforded the First Lien Lenders, the Second
Lien Lenders get anemic “adequate” protection in the form of doubly-subordinated replacement
liens on collateral of undetermined value and a junior administrative expense claim. The Second
Lien Lenders receive none of the protections they require to monitor their collateral and protect
their interests. At present, the Second Lien Lenders are without an agent and the borrowers
refuse to pay any replacement agent’s fees and expenses—virtually ensuring that no agent will
serve.

At a minimum, the Second Lien Lenders require payment of their agent’s fees
(which will allow them to secure a replacement agent), payment of counsel fees, and greater
access and information from the Debtor regarding the value of their collateral. Only then can the
Second Lien Lenders come close to being adequately protected.

As described below, in the five (5) months since the Debtor’s prepetition default
on its loan obligations, the Debtor has refused to provide the Second Lien Lenders with even the
most basic information regarding their collateral and the Debtor’s restructuring efforts. Worse,
in connection with the payment default, the Second Lien Lenders’ agent (Credit Suisse) resigned
as agent to the Second Lien Lenders, while continuing to serve as agent to the First Lien
Lenders. Moreover, the Debtor’s proposed DIP financing order specifically prevents the
payment of fees and expenses to any agent or counsel for the Second Lien Lenders while

permitting the Debtors to use the Second Lien Lenders’ collateral.

! Capitalized terms used but not defined in the Preliminary Statement have the meanings set forth below.
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The Majority Second Lien Lenders respectfully request the Court grant the
Second Lien Lenders greater protection as requested herein. This will ensure the Second Lien
Lenders will no longer be deprived of an agent and the means to adequately monitor and protect
their interests in the Debtor’s chapter 11 case and ancillary proceedings.
Background
1. On February 24, 2010 (the “Petition Date”), the Debtor commenced a case in this

Court under chapter 11 of title 11 of the United States Code (the “Bankruptcy Code”). On the

same date, White Birch Paper Holding Company (“White Birch”), the Debtor’s indirect parent,
and ten of its Canadian subsidiaries (together with the Debtor, the “WB Group™) obtained an
Initial Order under the Companies Creditors’ Arrangement Act (“CCAA”) from the Quebec
Superior Court, District of Montreal. The Majority Second Lien Lenders are seeking similar
relief as that sought herein under the CCAA.?> Six of the Canadian subsidiaries also commenced
cases in this Court under chapter 15 of the Bankruptcy Code.

2. As described in the Debtor’s Motion for Entry of Interim and Final Orders
(A) Authorizing Debtor to Obtain Secured Postpetition Financing on Super-Priority Priming
Lien Basis, Granting Adequate Protection for Priming and Modifying the Automatic Stay,
(B) Authorizing Debtor to Use Cash Collateral and Granting Adequate Protection for Use
Thereof, (C) Authorizing Debtor to Repay Existing ABL Revolver Indebtedness Upon Interim
Approval, and (D) Prescribing Form and Manner of Notice and Setting the Time for the Final
Hearing [Docket No. 26] (the “Motion”), the WB Group’s main prepetition debt obligations

consist of the First Lien Term Loan Agreement, the Second Lien Term Loan Agreement, the

2 A copy of the Majority Second Lien Lenders’ papers filed with the Quebec Superior Court on March 12, 2010 (the
“Canadian Application”) are appended hereto as Exhibit A. Tellingly, as explained in the Canadian Application,
White Birch’s Canadian counsel did not even know that Credit Suisse had resigned as agent to the Second Lien
Lenders and asserted that service on Credit Suisse was sufficient to affect the Second Lien Lender’s rights with
respect to the CCAA proceedings.
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Revolving ABL Agreement, which has been extinguished with the proceeds of the interim
borrowings approved by the Court by order dated February 26, 2010 (the “Interim Order”)
[Docket No. 66], and the Swap Agreements (each as defined in the Motion).

Prepetition Obligations

3. The following is a brief description of the WB Group’s prepetition agreements

and the amounts owed thereunder:

@) First Lien Term Loan Agreement: The Debtor is a guarantor of the WB Group’s
obligations to the lenders (the “First Lien Lenders”) under the First Lien Term
Loan Agreement. The obligations to the First Lien Lenders are secured by first
priority liens and security interests in substantially all of the WB Group’s assets
(including assets of the Debtor), other than the Revolving ABL Collateral (as
defined below) (the “Term Loan Collateral”’). As of the Petition Date,
approximately $428 million in principal and $9.8 million in interest remains
outstanding under this agreement.

(i1) Second Lien Term Loan Agreement: The Debtor is a guarantor of the WB
Group’s obligations to the lenders (the “Second Lien Lenders”) under the Second
Lien Term Loan Agreement. The obligations to the Second Lien Lenders are
secured by second priority liens and security interests in the Term Loan
Collateral. As of the Petition Date, approximately $100 million in principal and
$4 million in interest remains outstanding under this agreement.

(ii1))  Revolving ABL Agreement: The Debtor and other members of the WB Group are
borrowers under the Revolving ABL Agreement. To secure the borrowers’
obligations under this agreement, the WB Group granted first priority liens and
security interests on, among other things, their inventory, accounts receivable, and
cash (the “Revolving ABL Collateral”). As of the Petition Date, approximately
$50 million remained outstanding under this agreement.

(iv)  Swap Agreements: White Birch Company, an affiliate of the Debtor, is a party to
three interest rate swap agreements, which, as of the Petition Date, were out of the
money by approximately $51.5 million in aggregate. White Birch Company’s
obligations under the Swap Agreements are collateralized by the Term Loan
Collateral and the Swap Agreement lenders’ liens rank pari passu with those of
the First Lien Lenders.

Resignation of Second Lien Agent

4. Prior to the Petition Date, on September 30, 2009, the borrowers under the Second
Lien Term Loan Agreement failed to make an interest payment due thereunder (the “Payment

Default”). That same date, Credit Suisse, Cayman Islands Branch, as U.S. collateral agent, and
4
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Credit Suisse, Toronto Branch, as administrative agent and Canadian collateral agent (together,
“Credit Suisse”), gave notice of their resignation from their roles under the Second Lien Term
Loan Agreement effective October 30, 2009.

5. Since Credit Suisse’s resignation nearly five (5) months ago, the Second Lien
Lenders have been without an agent and have been deliberately prevented from obtaining any
meaningful information regarding the WB Group’s restructuring plans or the present value of the
collateral securing the WB Group’s obligations to the Second Lien Lenders. This is the same
collateral the Debtor intends to use in its chapter 11 case.

6. The Second Lien Term Loan Agreement provides, among other things, that White
Birch will pay the fees and expenses of the Second Lien Lenders’ agent and the fees and
expenses of the Second Lien Lenders’ counsel in Canada and the United States.

7. Despite considerable effort expended by the Majority Second Lien Lenders to
install Wells Fargo NA (“Wells Fargo™) as successor agent, the Debtor and its affiliates have
frustrated efforts to secure a replacement agent. Indeed, prior to the Petition Date, the First Lien
Lenders refused to permit White Birch to pay Wells Fargo’s fees and expenses, as required by
the Second Lien Term Loan Agreement. That the Debtor has continued to acquiesce to the First
Lien Lenders’ demand is evident in the Debtor’s Motion.

The DIP Financing

8. As described in the Motion, a subset of the First Lien Lenders (the “Postpetition
Lenders”) agreed to backstop a $140 million postpetition term loan facility (the “DIP Loan”)
pursuant to that certain Senior Secured Super-Priority Debtor-in-Possession Term Loan Credit

Agreement (the “Postpetition Credit Agreement”). Amounts borrowed under the DIP Loan have

? Credit Suisse continues to serve as the First Lien Lenders’ agent and proposes to serve as the Postpetition Lenders’
agent.
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super-priority status and are secured by priming liens and new liens on property (collectively, the

“Postpetition Collateral”).

9. On February 25, 2010, this Court held a hearing in respect of the Motion, and on
February 26, 2010, this Court entered the Interim Order. The Interim Order furnishes adequate
protection to the First Lien Lenders in the form of replacement liens, subordinate to those of the
Postpetition Lenders, in all Postpetition Collateral, an allowed super-priority administrative

expense claim subordinate to that of the Postpetition Lenders (the “Adequate Protection Senior

Claim”), and current, monthly payment of fees and expenses (including the fees and expenses of

its agent, Credit Suisse), including prepetition fees and expenses (the “First Lien Fees and

Expenses”).

10. In contrast, the Interim Order purports to furnish adequate protection to the
Second Lien Lenders in the form of doubly-subordinated replacement liens in the Postpetition
Collateral and an allowed super-priority administrative expense claim subordinate to that of the

First Lien Lenders (the “Adequate Protection Junior Claim”). Notably, although the First Lien

Lenders receive adequate protection in the form of current payment of the First Lien Fees and
Expenses, no such protection is afforded to the Second Lien Lenders.

The Second Lien Lenders are Entitled
to Additional Adequate Protection

11. The Majority Second Lien Lenders do not oppose the Debtor’s request to use cash
collateral or obtain the DIP Loan. Moreover, the Majority Second Lien Lenders do not object to
this Court’s grant of adequate protection to the First Lien Lenders.* The Majority Second Lien

Lenders simply demand additional adequate protection for their own interests.

* The relief sought in this statement and request is without prejudice to the relief requested or that may be obtained
in connection with the Canadian Application.
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12. This demand is expressly permitted by Section 6.3(b)(2) of the Intercreditor
Agreement between the First Lien Lenders and the Second Lien Lenders (the “Intercreditor
Agreement”). In its Motion, the Debtor states the Second Lien Lenders have “agreed not to
oppose—or request adequate protection” provided certain conditions are met (Motion 9 15). The
Debtor cites Section 6.1 of the Intercreditor Agreement in support of its assertion.” Section 6.1 is
made expressly subject to Section 6.3 of the Intercreditor Agreement,’ which provides, in
relevant part, “nothing herein shall limit the rights of the [Second Lien Lenders] from seeking
adequate protection with respect to their rights in the Collateral in any Insolvency or Liquidation

2

Proceeding....” Indeed, if Section 6.1 prohibited the Second Lien Lenders from requesting
adequate protection, as the Debtor suggests, the above-referenced portion of Section 6.3 would
be rendered meaningless. See, e.g., Volvo Const. Equip. N. Am., Inc. v. CLM Equip. Co., Inc.,
386 F.3d 581, 614 (4th Cir. 2004) (“in construing language in a contract, ‘an interpretation that

gives a reasonable meaning to all parts of the contract will be preferred to one that leaves

portions of the contract meaningless’); Goodman v. Resolution Trust Corp., 7 F.3d 1123, 1127

* The applicable portion of Section 6.1 of the Intercreditor Agreement provides as follows:

If the First Lien Collateral Agent shall desire to permit the use of “Cash Collateral” ... or
to permit [the Debtor] to obtain financing ... under Section 364 of the Bankruptcy Code
... then the Second Lien Collateral Agent ... agrees (i) that it will raise no objection to
such Cash Collateral use or DIP Financing ... and (ii) ... the Second Lien Collateral
Agent will subordinate its Liens in the Collateral to the Liens securing such DIP
Financing ... and will not request adequate protection or any other relief in connection
therewith ... (except ... to the extent permitted by Section 6.3).

® The applicable portion of Section 6.3 of the Intercreditor Agreement provides as follows:

Except as otherwise expressly set forth in Section 6.1 or in connection with the exercise
of remedies with respect to the Collateral, nothing herein shall limit the rights of the
Second Lien Collateral Agent or the Second Lien Claimholders from seeking adequate
protection with respect to their rights in the Collateral in any Insolvency or Liquidation
Proceeding (including adequate protection in the form of a cash payment, periodic cash
payments or otherwise).
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(4th Cir. 1993) (courts must “give meaning and effect to every part of the contract, rather than
leave a portion of the contract meaningless or reduced to mere surplusage”).

Payment of the Second Lien Lenders’ Fees
and Expenses is Necessary and Appropriate

13. At a minimum, any Final Order entered by this Court in respect of the Debtor’s
postpetition borrowing (the “Final Order”) should provide for current payment of the Second

Lien Lenders’ fees and expenses, including the fees and expenses of any agent appointed for

such lenders (collectively, the “Second Lien Fees and Expenses™).

14. The contractual obligations to pay fees and expenses in accordance with the
Second Lien Term Loan Agreement remain unchanged notwithstanding the fact that the obligors
are now in bankruptcy. Moreover, the Debtor acknowledges that the Second Lien Lenders are
secured by collateral the Debtor seeks to use in its reorganization efforts. Even if the Second
Lien Lenders are only partially secured by such collateral, the waterfall in Section 2.15(g) of the
Second Lien Term Loan Agreement provides that any recovery on the collateral would first go to
pay the agents’ fees and expenses (including the costs of counsel).” Accordingly, payment of
such fees as adequate protection is appropriate here, even if the Second Lien Lenders are only
partially secured.

15. In addition, current payment of the Second Lien Fees and Expenses is necessary
in order for the Second Lien Lenders to preserve their rights under Bankruptcy Code section

507(b), which provides:

7 Section 2.15(g) of the Second Lien Term Loan Agreement provides as follows:

Subject to the terms of the ... Intercreditor Agreement, after acceleration or maturity of
the Obligations, all payments and proceeds of Collateral shall be applied to amounts then
due and payable in the following order: (i) to the Agents’ fees and expenses reimbursable
hereunder on a ratable basis; (ii) to interest on the Loans, ratably in proportion to the
interest accrued as to each Loan; [and] (iii) to principal owing on the Loans.

NYA 619247.10



If the trustee ... provides adequate protection of the interest of a
holder of a claim secured by a lien on property of the debtor and if,
notwithstanding such protection, such creditor has a claim
allowable under subsection (a)(2) of this section arising from the
stay of such action against such property ... then such creditor's
claim under such subsection shall have priority over every other
claim allowable under such subsection.

11 US.C. § 507(b). “Section 507(b) of the Bankruptcy Code ‘provides that when adequate
protection has been given to a secured creditor and later proves to be inadequate, the creditor
becomes entitled to a superpriority administrative expense claim to the extent that the proffered
adequate protection was insufficient.”” In re J.F.K. Acquisitions Group, 166 B.R. 207, 212
(Bankr. E.D.N.Y. 1994) (citations omitted); see also In re Mutschler, 45 B.R. 494, 496 (Bankr.
D. N.D. 1984) (“Where adequate protection becomes inadequate or otherwise fails and the use
nonetheless continues, Section 507(b) comes into play by covering the creditor’s unprotected
interest by according it priority administrative expense status.”).

16. As described above, the Debtor and the WB Group have refused to provide the
Majority Second Lien Lenders with information regarding the value of the collateral securing
their claims. Without this information, the Majority Second Lien Lenders cannot, among other
things, determine whether their collateral has diminished in value since the Petition Date.

17. The Second Lien Lenders and/or their agent must be permitted to conduct their
own investigation of the collateral’s value. Neither this Court nor the Second Lien Lenders
should be bound by the Debtor’s mere estimate of collateral value, which is insufficient to satisfy
the Debtor’s burden of proving adequate protection under Bankruptcy Code section 363(p)(1)."
See, e.g., In re First S. Sav. Assoc., 820 F.2d 700, 713 (5th Cir. 1987) (unsupported assumptions

insufficient to provide adequate protection); In re Martin, 761 F.2d 472, 476-77 (8th Cir. 1985)

8 Bankruptcy Code section 363(p)(1) provides that “the trustee has the burden of proof on the issue of adequate
protection.” 11 U.S.C. § 363(p)(1). See, e.g., In re The Holladay House, Inc., 387 B.R. 689, 691 (Bankr. E.D. Va.
2008) (“the debtor in possession has the burden of proof on the issue of adequate protection”).
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(bankruptcy court failed to determine properly the value of the secured creditor’s lien where
debtors presented no actual documentary evidence to support its stated value); In re McCutchen,
115 B.R. 126, 133 (Bankr. W.D. Tenn. 1990) (“the Court cannot find from the proof offered, that
the debtor has offered adequate protection ... The only proof is the debtor’s estimate”); In re
Wabash Valley Power Ass’n, 114 B.R. 613, 620 (S.D. Ind. 1990) (“‘suggesting’ a lien is
adequate is not sufficient to meet the burden of proving” adequate protection).

The Second Lien Lenders May be Entitled to Adequate
Protection in the Form of Periodic Payments

18.  Absent information regarding the value of the collateral, this Court cannot
possibly determine whether the Second Lien Lenders’ interests are adequately protected.
Accordingly, the Majority Second Lien Lenders request treatment as if they are oversecured to
preserve their super-priority administrative expense claim to the extent that the proffered

adequate protection is insufficient.

10
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Conclusion

At a minimum, payment of the Second Lien Fees and Expenses is necessary to

provide the Second Lien Lenders with adequate protection. Further, because the Second Lien

Lenders have not been provided sufficient information to make a determination with respect to

the value of the collateral, the Debtor must provide such information. Moreover, to the extent

the Postpetition Credit Agreement prevents payments in accordance with this statement and

request, the Postpetition Credit Agreement must be modified.

Dated: March 15, 2010
Washington, D.C.
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Respectfully Submitted,

/s/ John K. Warren

John K. Warren (VSB #75550)
DEWEY & LEBOEUF LLP
1101 New York Avenue, NW
Washington, D.C. 20005-4213
Telephone: (202) 346-8000
Facsimile: (202) 346-8102

-and -

1301 Avenue of the Americas

New York, New York 10019

Telephone: (212) 259-8000

Facsimile: (212) 259-6333

Martin J. Bienenstock, pro hac vice admission pending
Timothy Q. Karcher, pro hac vice admission pending
Arielle Kane, pro hac vice admission pending

Counsel to the Majority Second Lien Lenders
to White Birch Paper Company
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CERTIFICATE OF SERVICE

I hereby certify that on March 15, 2010, a copy of the foregoing Majority Second Lien
Lenders’ (a) Statement in Connection with Debtor’s Request for DIP Financing and (b) Request
for Additional Adequate Protection, together with Exhibit A, was served by U.S. Mail, First
Class, postage prepaid, or by electronic means through the Court’s ECF system or email on the
following, constituting all necessary parties:

Jonathan L. Hauser, Esq.

Troutman Sanders LLP

22 Central Park Avenue, Suite 2000
P.O. Box 61185

Virginia Beach, VA 23466-1185

jonathan.hauser@troutmansanders.com
Co-Counsel to Debtor Bear Island Paper Company, LLC

Heather Hays Lockerman, Esq.
Troutman Sanders LLP

1001 Haxall Point

PO Box 1122

Richmond, VA 23219

heather.lockerman@troutmansanders.com
Co-Counsel to Debtor Bear Island Paper Company, LLC

Christopher J. Marcus, Esq.
Richard M. Cieri, Esq.

Michael A. Cohen, Esq.

Adam Goldstein, Esq.

Richard M. Goldman, Esq.
Kirkland & Ellis LLP

601 Lexington Avenue

New York, New York 10022
christopher.marcus@kirkland.com
richard.cieri@kirkland.com
michael.a.cohen(@kirkland.com
adam.goldstein@kirkland.com

richard.goldman(@kirkland.com
Co-Counsel to Debtor Bear Island Paper Company, LLC

Robert B. Van Arsdale, Esq.

W. Clarkson McDow, Jr., Esq.
Office of the U. S. Trustee

701 E. Broad St., Suite 4304
Richmond, VA 23219
Robert.B.Van.Arsdale@usdoj.gov
USTPRegion04.RH.ECF@usdoj.gov
United States Trustee
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Edward D. Sherrick

Brant Industries

80 Field Point Road, 3rd Floor
Greenwich, CT 06830

Debtor Designee

Jason William Harbour, Esq.
Tyler P. Brown, Esq.
Benjamin C. Ackerly, Esq.
Hunton & Williams LLP
Riverfront Plaza, East Tower
951 E. Byrd St.

Richmond, VA 23219
jharbour@hunton.com
tpbrown@hunton.com
backerly@hunton.com
Counsel to the Official Committee of Unsecured Creditors of Bear Island Paper Co.

David Heller, Esq.

Keith A. Simon, Esq.

Adam J. Goldberg, Esq.
Latham & Watkins LLP

885 Third Avenue

New York, New York 10022
david.heller@lw.com
keith.simon@lw.com

adam.goldberg@lw.com
Co-Counsel to Credit Suisse AG

Robert H. Chappell, III, Esq.

Neil E. McCullagh, Esq.

Jennifer J. West, Esq.

Erin E. Kessel, Esq.

Spotts Fain PC

411 East Franklin Street, Suite 600
Richmond, Virginia 23219
rchappell@spottsfain.com

nmccullagh@spottsfain.com
jwest@spottsfain.com

ekessel@spottsfain.com
Co-Counsel to Credit Suisse AG

Peter G. Zemanian, Esq.
Zemanian Law Group

150 Boush Street, Suite 600
Norfolk, Virginia 23510
pete@zemanianlaw.com

Counsel to Suffolk Sales and Service Corporation
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Counsel to The Toronto-Dominion Bank

Rebecca B. Randolph, Esq.

Assistant County Attorney

Hanover County

Post Office Box 470

7516 County Complex Road

Hanover, Virginia 23069-0470
rbrandolph@co.hanover.va.us

Counsel to Hanover County Attorney’s Olffice

Russell R. Johnson 111, Esq.

John M. Craig, Esq.

Law Firm of Russell R. Johnson III, PLC

2258 Wheatlands Drive

Manakin-Sabot, VA 23103

russj4478(@aol.com

johncraigg@aol.com

Counsel to Rappahannock Electric Cooperative

Shari D. Williams, Esq.

Pension Benefit Guaranty Corporation

Office of the Chief Counsel

1200 K Street, NW

Washington, D.C. 20005-4026
williams.shari@pbgc.gov

efile@pbgc.gov

Counsel to Pension Benefit Guaranty Corporation

Peter J. Barrett, Esq.

Matthew J. Kurz, Esq.

Kutak Rock LLP

1111 East Main Street, Suite 800
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Counsel to WM Recycle America, LLC
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McGuire Woods LLP
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Appendix D — Cash flow projections of WB
Group for the 13 weeks ending May 14, 2010
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Appendix E — Comparison of actual and
projected results for the 2 weeks ended

March 5, 2010
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Appendix F — Cash flow projections of WB
Group for the 13 weeks ending June 4, 2010
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Appendix G — Cash flow projections of WB
Canada for the 13 weeks ending June 4, 2010
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